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OVERSIGHT HEARING ON REAUTHORIZATION 
OF THE HIGHER EDUCATION ACT OF 1965 



MONDAY, JULY 22, 1991 

House of Representatives, 
Subcommittee on Postsecondary Education, 

Committee on Education and Labor, 

Houston, TX. 

The subcommittee met, pursuant to notice, at 9:45 a.m., in the C. 
T. Rhinehart Auditorium, 3100 Cleburne, Texas Southern Universi- 
ty, Houston, Texas, Hon. Craig A. Washington presiding. 

Members present. Representatives Washington and Jefferson. 

Staff present: Tom Wolanin, staff director and Diane Stark, legis- 
lative associate. 

Mr. Washington. This hearing in Houston, Texas of the House 
Subcommittee on Postsecondary Education of the Education and 
Labor Committee will come to order. 

By unanimous consent, we will take testimony of the presidents 
of Prairie View and Texas Southern in that order, out of order. As 
I explained earlier, and I have explained to my colleague, I would 
like to thank the Honorable William J. Jefferson for coming over 
from New Orleans, Louisiana to make this hearing possible. 

He is a first-term Member of the Congress and of the committee. 
He brings with him quite a reputation in the area of education and 
finance, something that is near and dear to the hearts of all of you, 
and of course, to the Congress of the United States. 

A dedicated reformer on behalf of education, who understands 
quite well the necessity for Federal as well as State funding of 
higher education, and I am sure you will hear that exemplified in 
his remarks, which he has agreed to delay until later. 

So at this time, we will hear from General Julius Becton, Presi- 
dent of Prairie View A&M University. 

STATEMENT OF JULIUS W. BECTON, JR., PRESIDENT, PRAIRIE 
VIEW A&M UNIVERSITY; ACCOMPANIED BY: JOANNA THOMAS- 
SMITH, ASSOCIATE VICE-PRESIDENT OF ACADEMIC AFFAIRS, 
PRAIRIE VIEW A&M UNIVERSITY 

Mr. Becton. Thank you, Mr. Chairman. Mr. Jefferson, distin- 
guished colleagues, ladies and gentlemen, I am Julius Becton, the 
president of Prairie View A&M University of Prairie View, Texas. 

I am accompanied by Dr. Joanna Thomas-Smith, the associate 
vice-president of academic affairs, who I hope, Mr. Chairman, will 
be able to take my place on the platform when I depart, as you 

(l) 
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pointed out, to go to a hearing in Austin to see if we cannot help 
your former colleagues to do what is right. 

I commend you and the leadership for holding this hearing on 
such issues vital to the preservation of historically black colleges as 
a national resource. 

Today I speak as an eyewitness to the educational process at 
HBCUs: I was a student at Prairie View A&M University; I have 
returned to Prairie View A&M University as President. I, along 
with 100 9 000 other graduates and ex-students, can attest to the 
vital role our university and its companion institutions have played 
and continue to play in American life and culture. 

The story of the Historically Black Colleges and Universities is a 
symbol of what America owes every citizen: access, equality, oppor- 
tunity. And I realize, gentlemen, in speaking to the two of you, I 
am speaking to the choir, but I appreciate the fact that you are 
here. 

While my colleagues and I will cover some of the same territory 
as we enunciate the contributions of the HBCUs, delineate their 
continuing needs, and offer future proposals for development that 
the reauthorization could endorse, I submit that our story of tri- 
umph cannot be told too often. 

Historians at my institution liken the HBCUs 9 survival and 
growth to the miraculous handiwork of making brick with straw. 
Without a doubt these institutions will figure largely in America's 
success in the global arena. 

Mr. Chairman, I am reading from a prepared sketch, but I will 
skip some of the next part of my prepared remarks which deal 
with Prairie View and what Prairie View is all about. I am sure 
that you know what I am going to say there, so I will skip that 
portion. 

Mr. Washington. Thank you, General Becton, and let me say for 
all of the witnesses, those on the panel and those on future panels, 
without objection, all of the prepared statements will be introduced 
into the record alone with any supporting documents. 

And you may feel free to ad lib, read, or whatever you wish to 
get your sentiments across. In addition thereto, you will notice that 
a complete record is being made so that all of our colleagues who 
were unable to come to Houston today will have an opportunity to 
review everything that you either submit for the record or trans- 
mit orally by your testimony. 

Mr. Becton. Thank you, sir. Despite the feats achieved in the 
face of tremendous odds, public HBCUs like Prairie View A&M 
University can always hear at least one voice that argues vehe- 
mently against continuation of HBCUs, suggesting that in tight 
economic times the State cannot afford to support all of its colleges 
and universities and insisting that HBCUs be the ones closed or 
under-funded, since they are no longer needed. 

It is at such times that highly visible, unabashed support sus- 
tains the hope of our students and staff. And just this morning, in 
reading the Houston Chronicle, I read a report about the fact that 
the Department of Justice seems to be taking the role of those who 
are saying HBCUs no longer deserve the treatment they have been 
receiving. We must be on guard at all times, in my judgment. 
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Among the HBCUs' many contributions are the following mirac- 
ulous realities of the dare to dream: 

1. HBCUs succeeded in lifting the veil of ignorance from former 
slaves, for whom it was illegal to learn to read, write, or compute. 

2. HBCUs produced the lion's share of black nurses, physicians, 
educators, military officers, scientists, pharmacists, and other lead- 
ers. 

Prairie View, as an example, produced more black medical col- 
lege entrants than any other institution in the State of Texas and 
is one of the largest producers of black medical school entrants in 
the country. 

Prairie View stands as one of the top five producers of engineers 
at the baccalaureate level. And Prairie View counts among its dis- 
tinguished alumni and ex-students General Calvin Waller, the 
leader of the ground forces in the recent successful Operation 
Desert Storm; Lois Moore, here in Houston, Director of the Harris 
County Medical District in Houston; Percy Sutton, corporate owner 
and investor; Dr. Margaret Grigsby, physician; and, of course, the 
distinguished Chairman of the committee today, the Honorable 
Craig Washington. 

3. HBCUs confer over 30 percent of the baccalaureate degrees to 
black undergraduates despite HBCUs enrolling only 27 percent of 
African-American students. 

4. HBCUs have become a portrait of multi-ethnic diversity in 
higher education. At Prairie View, as an example, we have a stu- 
dent population that is 16 percent non-black. We have a faculty 
that is 28 percent non-black. 

5. HBCUs serve people and institutions in communities. Prairie 
View, as an example, reaches 25 Texan counties, touching 100,000 
families, through the Cooperative Extension Service Program for 
youth and senior citizens as well as small business owners, includ- 
ing farmers. 

6. HBCUs maintain a meaningful presence in research. 

At Prairie View, we are a major participant in the Superconduc- 
tor Supercollider Program with our particle detection research 
center. 

7. HBCUs have broadened their scope of programs and recruit- 
ment to attract and retain highly talented minority youths in un- 
derrepresented fields. Our Benjamin Banneker Honors College is a 
major contributor to the graduate and professional schools. 

And last point, HBCUs have produced role models and mentors 
not readily available in communities inhabited by minority and 
low income Americans. Again, Prairie View is a major player. 

In her study, "Blacks in College/' Dr. Jacqueline Fleming found 
that black students experienced greater academic and personal 
growth at HBCUs. 

Now, for Title IV of the reauthorization, this entitlement is the 
centerpiece of student aid at HBCUs, and any changes in it must 
stimulate college-going rates of minorities and graduate profession- 
al school production. 

A policy whose preference is more loans, fewer grants, is equally 
unattractive to students from low and middle income families. Let 
me note here that this is critical to us at Prairie View, and that we 
enroll students from both ends of the spectrum: the low income, 
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whose family cannot contribute to the cost of their education, and 
the middle income families who earn just enough not to qualify for 
aid but not enough to substantially support their progeny through 
college and pay bills at home, too. 

Like other NAFEO institutions, Prairie View clientele would 
best benefit front acceptance of the following recommendations: 

First, increase Die maximum allowable Pell grant from $2,400 to 
$6,500. Current level* have virtually ignored the increase in college 
costs over the past decade, thus increasing the need for students to 
borrow. 

Next, simplify the neod analysis system as well as the financial 
aid application process. Eliminate the imbalance of grants to loans. 
Permit institutions greater autonomy in campus-based aid. 

Recognize and respond to the need for scholarships for talented 
minority students in all fields. Providing new authority for direct 
lending. 

Moving to Title III, in the legislative language, it is clear that 
the purpose of Title III is to strengthen the eligible institutions by 
stating 'capacity to make a substantial contribution to higher edu- 
cational resources of the Nation." 

One shudders to think of how the HBCUs would have fared with- 
out Title III fundings, especially during the recent years when 
State budget and private coffers for higher education shrank. 

While we in Texas have experienced remarkable programs and 
facility improvement since 1980, we at Prairie View A&M Univer- 
sity still suffer from resources too meager to finance substantial 
curriculum strengthening; administrative and management sys- 
tems; research programs and facilities; maintenance of our physical 
plant; attraction of a large c&dre of recognized leaders in unrepre- 
sented fields; and successful competition for highly competent stu- 
dents who expect and deserve attractive scholarship offers beyond 
those offered by our Benjamin Banneker Honors College. 
9 In the academic area, Title m funding at Prairie View A&M 
University has helped to metl critical needs associated with edu- 
cating both the underprepared and high achievers. The impact has 
been the establishment of several centers and services: 

First, the Accelerated Learning Resource Center; the Chemistry 
Laboratory Development; MATHNET; Academic Advising Center; 
Curriculum and Instruction Improvement Laboratory; and lastly, 
Creative Design. 

In short, Title HI funds at Prairie View A&M University have 
made the following possibilities realities: Broadening the academic 
support services; compliance with the State mandate for mandato- 
ry testing and remediation; provisions of faculty development op- 
portunities; provisions of student employment opportunities; and 
lastly, enhancement of advanced technology, state-of-the-art equip- 
ment and laboratory rehabilitation and renovation above minimal 
levels. 

It is my belief that Historically Black Colleges and Universities 
will continue to be recognized for the contributions made under far 
less than ideal circumstances. It is my fervent hope that in the re- 
authorization process neither budget deficit nor crises of confidence 
be allowed to cause our country to renege on a commitment made 
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during the passage of the first major education access policy, the 
National Defense Act: 

"The security of the Nation requires the fullest development of 
the mental resources and technical skills of its young men and 
women . . . This requires programs that will give assurance that no 
student of ability will be denied an opportunity for higher educa- 
tion because of financial need." 

Mr. Chairman, Mr. Jefferson, distinguished colleagues, thank 
you for the opportunity to testify before you on such a critical issue 
as the need to guarantee access and equality in higher education to 
all citizens, regardless of race, creed, color, or national origin. 

Thank you, sir. 

[The prepared statement of Julius W. Becton, Jr. Mows:] 
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JULIUS WESLEY BECTON, Jit, PRESIDENT 
PRAIRIE VIEW A&M UNIVERSITY 

A TESTIMONY BEFORE THE SUBCOMMITTEE OF EDUCATION AND LABOR 

ON 

THE REAUTHORIZATION OF THE HIGHER EDUCATION ACT 

TEXAS SOUTHERN UNIVERSITY 
HOUSTON, TEXAS 
JULY 22, 1991 



Mr. Chairman, representative of the Congressional Black Caucus, distinguished 
colleagues from other NAFEO institutions* ladles and gentlemen, I am Julius Wesley 
Becton, Jr., President of Prairie View A&M University, Prairie View, Texas. As the 102nd 
Congress considers the sixth reauthorization of the Higher Education Act, it becomes 
imperative that the policies be made to respond positively to continue support of a truly 
American treasure, the Historically Black Colleges and Universities (HDCUs), How these 
Institutions fare through the current decade will very likely be a barometer of what Macks 
and other minorities can expect well into the 21st century, I commend the kadcahip for 
holding this hearing on such Issues vital to the preservation of historically Mack colleges as 
a national resource. 

Today I speak as an eyewitness to the educational process at HBCUs: I was a 
student at Prairie View A&M Unfvenity; I have returned to Prairie View AAM University 
as President I, along with loaooo other graduates and ex-students, can attest to the vital 
role our university and its companion institution* have played and continue to play in 
American life and culture. 
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Hie sto of historically black colleges and universities is a symbol of what America owes 
every citizen: Access, Equality, and Opportunity . 

While my colleagues and I will cover some of the same territory as we enunciate 
the contributions of [he HBCUs, delineate their continuing needs, and offer future 
proposals for development that the reauthorization could endorse, I submit that our story 
of triumph cannot be too often told. Historians at my institution liken the HBCUs survival 
and growth to the miraculous handiwork of making bricks with straw. Without a doubt 
these institutions will figure largely in America's success in the global arena. 

In Texas there are eight - six private and two public historically black colleges 
and universities. Prairie View A&M University, u public institution, is a land-graut 
university and has been designated by the Texas legislature as a special purpose 
institution, serving a diverse ethnic and socioeconomic population. Over 5,000 students 
attend the university where they benefit from high quality academic programs in 
engineering; nursing; accounting; computer engineering technology; pre-meflical biology 
and chemistry; liberal arts; agriculture; teacher education and other fields. Twenty 
percent of the students are in graduate programs. Through bask and applied research and 
through public service programs, Prairie View A&M University's boundaries extend to 
national and international communities. The human, economic and democratic benefits of 
these programs are invaluable. 

Despite the feats achieved in the face of tremendous odds, public HBCUs like 
Prairie View A&M University can always hear at least one voice that argues vehemently 
against continuation of HBCUs suggesting that in tight economic times the state cannot 
afford to support all Of its colleges and universities and insisting that HBCUs be the one 
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closed or under funded since they are no longer needed* It is at these times that highly 

visible, unabashed support sustains hope of our studenM and staff. On the occasion of the 

1890 land-grant colleges and universities centennial celebration, the National Advisory 

Committee on Black Higher Education and Black Colleges and Universities 

communicated the following affirmation: 

These institutions provide meaningful points of 
access and often better odds for retention and 
attainment for blades than are currently evident in 
other institutions . . . These colleges not only 
make distinctive contributions to their respective 
student groups but they also provide cultural and 
educational support to the wider black 
community. In so doing, they enhance the fabric 
and scope of life for many blacks, while 
contributing to an overall cultural and 
educational diversity in American higher 
education. 

Among HBCUs many contributions are the Mowing miraculous realities of the 
dare to dream: 

1, HBCUs Succeeded with lifting the veil of ignorance from former slaves for 
whom it was illegal to learn to read, write, or compute, 

I HBCUs produced the lion's share of black nurses, physicians, educators, 
military officers, scientists, pharmacists, and other leaders. 

Prairie View AAM University ... 

Eoducee more black medical college entrants than any other 
stitution in the State of Texas and is one of the largest 
producers of blade medical school entrants in the country. 

stands as one of the Ave top producers of engineers at the 
bachelors level. 

counts among its distinguished alumni and ex-students 
General Calvin Waller, leader of the ground forces in 
Operation Desert Storms Lois Moore, Director of the Harris 

S County Medical District of the Harris County Medical District 
ouston, Texas); The Honorable Craig Washington, 
ngreasman; Percy Sutton, corporate owner/investor; Dr. 
Margaret Grigsby, physician* 
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HBCUs confer over 30 percent of bachelor's degrees to black 
undergraduates despite HBCUs enrolling only 27 percent of African- 
American students. 

HBCUs have become a portrait of multiethnic diversity in higher education. 
Prairie View A&M University . . . 

h £*A H£& m P°pu'«»o'» that is 16% non-black; it has a faculty 
that is 28% non-black. ' 

HBCUs serve people and institutions in communities. 

Prairie View A&M University ... 

r~ C i!f s 3 s T S tas c ? unt i«- touching 100,000 families through 
Cooperative Extension Service Programs for youth and senior 
citizens as well as small business owners including farmers. 

HBCUs maintain a meaningful presence in research. 
Prairie View A&M University . . . 

m t ?m S i ?„rfVi!^. 0 . f .7 diBti ?. n effects on Tronic material 

Super r c5& ttMraC,f ° n ° f ,h * Super Condu «fi 

HBCUs have broadened their scope of programs and recruitment to attract 
and retain highly talented minority youth in undcrrepresented fields. 
Prairie View A&M UmVeisity . . . 

has established the Benjamin Banneker Honors Collcae which 
enrolls the academically talented in biology^ chemistry 
engineering, computer science and selected bwKfielR 




10 



5 

8. HBCUt have provided role models and mentors not readily available in 
communities inhabited by minority and low income Americans, 
Prairie View AAM University . . . 

matches students and faculty mentors through its varied 
student services programs; it features mentoring as a key 
component of the professional leadership program in the 
College of Business. 

In her study Blacks in Callage Dr. Jacqueline Fleming found that black students 
experienced greater academic and personal growth at HBCUs. She stated that these 
institutions " . . . appeared to effectively impart the orientation and skills that allow black 
students to function well In the larger society: aspiration, confidence* motivation, and the 
ability to enjoy competition in the integrated world." That study, I might add, was based 
on 3^00 students at 15 institutions in Texas, Georgia, Mississippi, and Ohio. 

In Texas, changing demography means that by the year 2000, Black and Hispanic 
children below the age of 15 will comprise 50% of the population. Houston, just 45 miles 
east of Prairie View A&M University, ranks among the 10 most heavily minority 
populated cities. There is a disturbing contrast, however. Though numbers of low income 
minority Americans are increasing and expected to continue to do so, the American 
Council on Education (ACE) reported that black participation in higher education at 
nearly all levels had declined. During the period 19804984, the decline was 4 percent at 
the undergraduate and 12 percent at the graduate level. Given their phenomenal success 
with that population which is rapidly becoming the numerical majority in the work force, it 
appears that historically black colleges and universities can be trusted to make good on the 
greater investment that may be made in them at tbe federal level. Hence, a show of 
continued faith in these institutions can best be actualized and demonstrated in increased 
federal funding generally and in simplification of implementation procedures. 
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Title IV . This entitlement is the centerpiece of student uid at HBCUs and any 
changes in it must stimulate college going rates of minorities and graduate and 
professional school production. 

A policy whose preference is more loans, fewer grants, is equally unattractive to 
students from low and middle income families. Let me note here that this is critical to us 
at Prairie View A&M University in that we enroll student' from both ends of the 
spectrum: the low income whose families cannot contribute to the cost of their education 
and the middle income families who earn just eno j not to qualify for aid but not enough 
to substantially support their progeny through college and pay biUs at home too. 

Consider this scenario. A low income student receives a combination of a PELL 
grant and a Stafford loan. His cohort from a middle income family receives a modest 
family contribution and a Stafford loan. After college both graduates owe between $5,000 
and $9,000 in loans. It doesn't very much matter who owes what. Each graduate faces a 
Catch-22. Both graduates begin a career in teaching, or social work, or law enforcement, 
all necessary occupations, but all non-high paying careers. Who's ahead now? dearly, 
both recent graduates entered from different socioeconomic backgrounds, but their 
opportunities for assisting siblings to enter college, helping family out of crises, or saving 
to pay for graduate or professional school are eclipsed by their being debt laden at the 
veiy time they must face supporting a professional lifestyle including paying the high cost 
of housing, transportation, and insurance. Indebtedness early in the graduate's career 
deters or at least slows their upward climb. I, sends a message that college is not such an 
attractive route to economic advancement. That's a message our nation can ill afford to 
send to so many who have been outside for so long. 
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Like other NAFEO institution* Prairie View AAM University's clientele would 
best benefit from acceptance of the following recommendations: 

Increas* the maximum nHnwahlg PELL grant from to j&Sflfl. 

Current levels have virtually ignored the increase in college costs over the 
past decade thus increasing tne need for students to borrow. 

Simplify the need anata m «y»tcm a« wall i* the financial aid application process. 

There is evidence that poorly educated, low income students and their 
families have limited experience or patience in conducting business affairs or 
in executing official documents. Consequently, some pay exorbitant fees to 
individuals or agencies to help them prepare documents but have no 
guarantee that forms are either complete or accurate. 

In the matter of needs analysis, the definition of "independent" student should 
be reviewed. Currently, there is a veti disparity between the over age 24 
independent student with dependents and the one without dependents. 
Conditions In families and society are thrusting more childless young people 
into the independent category than existed when the enabling ^legislation was 
created. 

Eliminate th« Imbalance of grants to loam. 

To increase the number of persisters in college, grants for eligible students 
rather than loans could be awarded especially lor the freshman year. 

Since 1985, the loan volume at Prairie View A&M University has increased 
100% from funds emanating from Tide IV. Cases of students borrowing more 
in a year than their parents earn a year are numerous. . 

Permit inaiaujona greater autonomy ill ihfi f ™p»" h *^ H M 

The authority to allow movement of 25% instead of the current 10% of funds 
among campus-based programs would assist institutions in being more 
responsive to needs of their clientele. 

Rg^o^jitj^a nd respond to the need for scholarship* for talented minority students 

There Is a dire need for scholarship support for talented middle income 
students who comprise a significant pool from which graduate and 
professional school entrants can oe expected to come. 

EtflOOdfl a new authority for dWt tiding 

Guidelines and standards should not restrict or burden institutions enrolling 
large numbers of high risk borrowers. 
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T i t l e III . Id the legislative language, it is clear that the purpose of Title III is to 
strengthen the eligible institutions* ". . . capacity to make a substantial contribution to the 
higher education resources of the nation." One shudders to think of how the HBCUs 
would have fared without Title III funding especially during the recent years when state 
budgets and private coffers for higher education shrank. While we in Texas have 
experienced remarkable program and facilities Improvement since 1980, wc at Prairie 
View AAM University yet suffer from resources too meager to finance substantial 
curriculum strengthening; administrative and management iystenu; research programs 
and facilities; maintenance of our physical plant; attraction of a large cadre of recognized 
leaders in unrepresented fields; and successful competition for bigbly competent students 
who expect and deserve attractive scholarship offers beyond those offered by our 
Benjamin Banneker Honors College. 

In the academic area, Title m funding at Prairie View AAM University has helped 
to meet critical needs associated with educating both the underprepared and high 
achievers. The impact has been the establishment of several centers and services: 

The Accelerated Learning Resources Center . . . 

ISS?.!*.? ,MI * work , 8h °P}. coring *nd study materials to over 9,000 
^ffil^ig*™^ *■ J B - Co'*™ ^rary and a, 

Chemistry Laboratory Development . . . 

taitt SClCnUflc Cqulpment * nd com P ut «" «• "hance 

MATHNET... 

Provided computer applications laboratory used by over 1000 students and hv 

Academic Advising Center . . . 

fhW^^^I^ 11 ' ?f • freshman and sophomore advisement system 
and advislnS? *' ' °" cnu,l ° n ' and academlc counting 
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Curriculum and Instruction Improvement Laboratory . . . 

Developed euntata. »*Sffk%^^^££Z£l2Z£!& 

outstanding educators. 
Creative Design 

Supported computer-based fashion design program (projected) 
In short, Tit* HI funds at Prairie View A&M University have made the following 

possibilities realities: 

L Broadening of academic support services. 

2. Compliance with state mandates for mandatory testing and remediation. 

3. Provision of faculty development opportunities. 

4. Provision of student employment opportunities. 

5. Enhancement of advanced technology, state-of-the art equipment and 
laboratory rehabilitation and renovation above minimal level 

It is ray belief that historically black colleges and universities will continue to be 
recognized for the contributions made under far less than ideal circumstances. It is my 
fervent hope that in the reauthorization process neither budget deficits nor crises of 
confidence be allowed to cause our country to renege on the commitment made during 
passage of the first major education access policy, the National Defense Act: 

The security of the nation requires the fullest development of the mental resources 
and technical skills of its young men and women ... This requires programs that 
will give assurance that no student of ability will be denied an opportunity for 
higher education because of financial need." 

Mr. Chairman and distinguished colleagues, thank you for this opportunity to testify 
before you on such a crucial issue as the need to guarantee access and equality in higher 
education to all citizens regardless of race, color, creed, or national origin. 
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Mr. Washington. Thank you, Mr. President. 
Dr. Harris? 

STATEMENT OP WILLIAM HARRIS, PRESIDENT, TEXAS SOUTH- 
F™!2! IVERSITY ' ACCOMPANIED BY WILBUR GREENFIELD, 
VICE-PRESIDENT, NATIONAL ASSOCIATION FOR EQUAL OP- 
PORTUNITY IN HIGHER EDUCATION 

♦k!?*J? ARRI8, Th ? n J S >u ;£ fr ' Chairman, Mr. Jefferson. I begin 
this testimony on behalf of Texas Southern University, and I wish 
to acknowledge the support of NAPEO, the National Association 
wLSZnSEf 0 ?"^ m Higher Education, which organization 
was responsible for helping to provide some of the data we need to 
get into the record. 

I also wish to acknowledge the presence here today of Dr. Wilbur 
Greenfield, who is the vice-president of NAFEO, and is here to rep- 
resent us. I also wish to say, on behalf of the University, that we 
are delighted, Mr. Chairman, that you brought your committee 

SfSKi 0 ^!^ 80 ^ 61 * 1 ? Universit y' one of your alma maters, 
despite what the General might say. 

[Laughter.] 

I wish to speak briefly on two matters before you. One is Title ffl 

^SS^Sifvf^ * Act ° f 1965 ' 88 amende5 ' and the » 
n?T ° f * at 881,16 act ' 

Title m has several sections. One of them is to set aside for mi- 

?v ?nii?S^" tl0n ^ We F™p«fy 8u PP0rt the set-aside for minori- 
ty instrtutions, and I wish to make clear here that, in this context, 

JsS^3™2E M re 5 f ?? ent ^tjtutions other than the Histori- 
22 ff * ^ Universities. They are generally institu- 
tions that contain large numbers of Hispanic students and faculty, 
-u ♦ uu 8 a 1 ** includes the community college section. And 
rf a. Jffy* 1 !? ^i™*** 8 Past several years is that 76 percent 
NAfSS? t. kl he Part A ^asides goes to community colleges. 
tn fhfJrl ♦ "T c 1 0ncerned about not that that proportion goes 
to them but, as the lawyers currently construed, any new money 
2^P U in , ^ the same level, which means that there wiSTno 
new money for the other minority institutions, 
ij™ that Congress needs to take a look at that and to see 
!£S?£ S n0t • 80m ! kmd . of new Qualifier needs to be put into 
ES^f that min fl nt y institutions other-not to take the money 
SSL coinmun 'ty colleges; I cannot do that with my colleague 

SoS.ofi 40 ™>~ hut > ^ffc^y. that there be some way that it 
would not have to necessarily go to that on that level. 

we also endorse the recommendation to eliminate the 5-year 
WhSSk h S w cu ? rentl y m for the institutions in historical- 
gJant college -" 1 am sorry-m the minority set-aside Part A 

fo™ We ? l8 ° ^ommend that there be an additional possibility 
for cooperation between and among colleges and universitieTin the 
SZJti t B P^ams. Such interaction wUl permit the 
strengths of one group to be magnified by the strengths of the 
otner and thus enhancing overall contribution of the Title III pro- 
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Part B is the group that I wish to speak most about. Part B cur- 
renSv orovides approximately 100 grants to strengthen the pro- 
£Sms Sd mSagSS of Htetoricafly Black Colleges and Umver- 

^The awards are formula grants based on their relative enroll- 
menf of PeU Grant recipients, the number of graduates, and the 
number of graduXs entering graduate and professional schools in 
the areas in which blacks are underrepresented. . . . 

And I take this point to say that Congress needs to keep in mind 
that that is every wea of study in the world. Funded at approxi- 
™^^ffifc?the next fiscal year, Title III programs make 
a significant contribution to the programmatic quality of Texas 

^couldtXt number of arguments about the value of Jfflj 
toricallv Black Colleges and Universities to American life. But of 
S C Chairman, you are fully aware « 
your two alma maters, namely Prairie View A&M and the Thur- 
eood Marshall School of Law at Texas Southern University. § 

I am eXmoTsly proud of my undergraduate education at Paine 
ColleSTSembS of the United Negro Collie Fund, which es- 
teemed organization a distinguished member of your house of Con- 

^tlhaniocfation as a student, and then the^mendous 
honor that has been given me to serve as president of two HBLUs, 
mX malufeVt to me the fact that without question these conges 
must be continuously strengthened so as to be able to affect more 

^H^S^V^ty is the third largest historically black 
university in the Nation. It is a large, complex urban "^titution 
wiih Si/ost 10,000 students. The ^^^SZS^ 
baccalaureate, the graduate and profession^ I levels ^and makesa 
major impact on the overall quality of life of Houston and ot lexas 
and, we think, of the world. , „ . . 

T S.U. is one of the fastest-growing universities in the btate, and 
the applicant pool for 1991-92 is 30 percent higher than the pool 
for 1990-91. In addition to being a fast growing institution, Texas 
Kern University continues to open its doj".^^^^ 
vantaged youths while at the same time admitting to ite classes 
wmeT the best and the brightest young people in our State and 

N Sup l port from Title III has provided the financial margin thai ; en- 
ables is to make and keep the university attractive and P/jductive. 
I also want to emphasize that Title III, Part B, is one of the most 
iSficaS^cts on P the part of United States f Congress be^ise by 
so doing it, the Congress did reaffirm the fact that it did make 
s^nse to give special attention to some of the resources of the 
Nation so as to enable all of our universities to go forward- 
N When some of us, several years ago thought of inducing an 
idea of a set-aside for Historically Black Colleges and Universities, 
we were told that it would not make sense and that we could not 
get race-specific language through Congress. 
8 But Congress was far ahead of us. Congress did, indeed, put , in 
the race-splcific language we needed in Part B, and it has been one 
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of the most significant things to happen in Historically Black Col- 
leges and Universities in recent years. 

There are a few things about Part B, though, that we wish to 
bring to your attention. First, I heartily endorse the increase in the 
floor of the set-aside. Currently, a college or university, by formula, 
must receive at least $350,000. We believe that that number should 
be increased to $500,000. 

Texas Southern University, one of the largest of the universities, 
receives far more than that. Iu order to increase the floor would 
probably mean an adjustment downward of Texas Southern Uni- 



But for the overall benefit of all of the institutions involved, the 
small decline of our proportion would be greatly offset by the in- 
crease in improvement $150,000 could make to one of our smaller 
universities or colleges. _ 

We also ask for a continuation of HBCU Endowment Program, 
which is generally known as the Frederick D. Patterson Program, 
named after the founder of the United Negro College Fund, who 
tirelessly insisted that the Federal Government should help to 
make possible the development of endowments at historically black 
colleges. In Dr. Patterson's words, he wanted to beg one time so 
that we wouldn't have to beg forever. 

A controversial part of Title m has been the graduate programs, 
Section 326. Currently, by statute and by name, several Historical- 
ly Black Colleges and Universities are involved in the graduate 
program to support Historically Black Colleges and University 
graduate and professional schools that "are making a substantial 
contribution to the legal, medical, dental, veterinary, or other grad- 
uate education opportunities for black Americans." 

For some reason, when that bill was passed, the Florida A&M 
University School of Pharmacy, the Xavier University School of 
Pharmacy, the North Carolina Central University School of Law, 
the Southern University School of Law, and the Texas Southern 
University School of Pharmacy, and the Thurgood Marshall School 
of Law at Texas Southern University were omitted. 

We believe that those five schools should be included— those six 
schools should be included. On the current proposals, we are rec- 
ommending that the School of Pharmacy at Xavier, the School of 
Pharmacy at Florida A&M, the School of Law at North Carolina 
Central, the School of Law at Southern, and either or both the 
School of Law and the School of Pharmacy at Texas Southern Uni- 
versity would share. 

Now, I have some problem with that personally in that just be- 
cause we are good enough to have two schools does not mean that 
we ought to be penalized because we are doing so well. But we have 
agreed to language that currently says and/or pharmacy and law 
and if, in your wisdom, you want to change that too, we would not 
argue. 



[Laughter.] 

As we go forth, we would be pleased to have your wisdom on 
this. Mr. Chairman, I have saved my last few minutes to talk brief- 
ly about the Part 4—1 am sorry, Title IV. 

The HBCUs enroll large numbers of students who come from 
families without large incomes or long term wealth. Accordingly, I 
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heartily endorse the recommendations put forth before the Senate 
Committee on Labor and Human Resources in testimony by Dr. 
Robert Atwell on behalf of the American Council on Education and 
11 other higher education organizations, including NAFEO, to sup- 
port heightened and expanded funding for Title IV student aid pro- 
grams. 

Dr. Atwell specifically called for support of the bill introduced by 
Senator Kennedy which would provide additional support for stu- 
dents under the Pell Grant Program. I specifically wish to urge 
this committee to end the increasing transfer of student support 
from grants to loans. 

At Texas Southern University, where 70 percent of the students 
receive some form of financial aid, students borrowed $21,030,651 
for the current fiscal year to pay their educational expenses. That 
comes out to an average of $2,213 per student borrowed. They are 
drowning in a sea of loan debt. 

It is, of course, true that students who receive an education 
should bear some of the costs of going to college. But we should not 
overlook two important factors. One is that money spent on educat- 
ing young people is an investment in the Nation's future, not a 
useless expenditure. 

Another factor of equal importance and truth is that if these 
young people graduate from our colleges and universities heavily 
burdened with debt, they will have little money with which to buy 
homes, automobiles and other goods and services that fuel our na- 
tional economy. 

I urge you not to mortgage further our Nation's future by shift- 
ing our current burden onto the backs of our children through 
heavy loan debt. 

I thank you for hearing me, and I am pleased that you are hold- 
ing these hearings. 
[The prepared statement of William Harris follows:] 
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Mr. Chairman and Members of the Subcommittee: 

I am pleased to appear before the Subcommittee this morning to speak 
on behalf of Texas Southern University and to endorse the 
recommendations of a dozen higher education associations on the 
reauthorization of Title III of the Higher Education Act and to present any 
support of heightened student aid through Title IV. I gratefully 
acknowledge the help and support and assistance of the National 
Association for Equal Opportunity in Higher Education (NAFEO) which 
helped to produce much of the national data cited herein. 

Title III Institutional Aid (formerly Developing Institutions) is the 
only federal program which provides direct assistance for academic and 
financial development to institutions serving large proportions of 
disadvantaged students. As such, it provides a margin for real growth and 
development beyond mere survival for hundreds of community colleges, 
four-year public and private institutions, Historically Black Colleges and 
Universities (HBCUs), and other institutions serving predominantly 
minority students. 

The higher education community strongly supports reauthorizing Title 
III at increased funding levels, with a number of technical changes to 
better enable it to serve its constituency. The changes we propose for 
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each of the three parts of the Title are outlined below: 
m-A: siCMUtftonlaa Imlimilflni 

Part A currently provides project grant awards to some 300 
institutions with relatively low educational and general expenditures and 
substantial enrollments of students receiving federal need-based aid. It 
is used for faculty and academic program development, management, joint 
use of libraries and laboratories, acquisition of equipment, and student 
services. 

Twenty-tive percent of Part A appropriations are set aside for 
institutions "with the highest percentages" of minority students. Under 
i to language, institutions with the most meritorious project proposals 
aiv, high minority enrollments (over 80 percent, in some instances) must 
• skipped over to fund applications of lesser morit from institutions 
with higher minority enrollments. I ioin in recommending that this 
Salaaida ha modified to institutions 'with high percentages" of minority 
students, to allow more minority institutions to compote. 

Another Part A setaside, for community colleges, has proved 
controversial. When the program was first established, 76 percent of 
funds were reserved for baccalaureate degree-granting institutions. In 
1980 this was changed to a 24 percent floor for community colleges, but 
their participation expanded rapidly and by the mid-1980s they received 
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78 percent of Part A funding. In 1986 their setaslde was changed to a 
fixed amount of $51.4 million, representing tiieir current level of funding. 
When appropriations for the program were reduced in FY 88, this 
protected the community colleges, but it substantially impaired funding 
for four-year institutions: they received nc new grants and had their 
continuing grants reduced by 40 percent. Despite increased funding in 
subsequent years, participation by four-year institutions has never fully 
recovered, and community colleges still receive about 75 percent of Part 
A funds. 

It is important to assure that four-year institutions receive a fair 
share of Title lll-A support. While community colleges have a high 
proportion of disadvantaged and minority students, larger numbers of 
these students continue to be enrolled in public and private four-year 
institutions. (In 1988, the last year for which data are available, 
four-year colleges enrolled 2.5 million Title IV recipients and 1.3 million 
minority students, compared to 1 million Title IV recipients and 1.1 
million minority students In community colleges.) Another principal 
objective of Part A, to help "institutions. ..face problems that threaten 
their ability to survive," speaks directly to the needs of many small, 
four-year private institutions, heavily dependent on tuition revenue and 
without recourse to significant public or private funding . 

3 




To address this issut, the recommendations we submitted to the 
Subcommittee earlier this spring included a proposal to eliminate the 
community college setaside, but the American Association of Community 
and Junior Colleges later withdrew its support for this recommendation. 
Therefore we do not have a consensus position on the issue at this time. 

I endorse the , rftfinmrrmnriation to aliminalfl *h» « Uft . Vftflr u, a i».„ m 
period for institutions which auaaaafully mmpj a n a p«rt a n mnt Tne 
current program properly emphasizes developmental as opposed to 
operational grants: the purpose is to give an institution time to try a new 
initiative and refine it before taking over its full support. In this 
context, however, the five-year wait-out period makes little sense: If an 
institution successfully completes a lll-A program and has another 
initiative it wants to undertake, it ought to be permitted to apply for 
assistance for those activities. 

To improve cooperation and administration of both Part A and Part B 
programs by participating institutions, w«, [flcflmmflfld that thfty tin 
permitted to participate in mnitim* ™nn«, a « luf » aflfftftmwnf . m m 
gr a nts for parts A and R h» allotted hft m am** m™**. « n fn rmfl| 
consaiiifl* Current regulations limit institutions to participation in only 
one cooperative agreement, and consortia are not eligible grantees. 
Direct consortial grants are permitted and have proved successful in the 
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Fund for the Improvement of Postsecondary Education. Under such an 
arrangement, the consortia! grantee would be a legal entity with 
nonprofit tax-exempt status, and application by informal consortia of 
convenience would be precluded. This approach places administration in a 
neutral body, equally controlled and supported by the participating 
institutions. This recommendation intends to foster cooperative 
relationships between Part A and Part B institutions, as well as with, 
other institutions that might wish to establish consortial relations with 
them to maximize their degree offerings and facilities. 
Pp ,» pj « ftrf"ffthi>ni na Historically Bla fi fr finllegM and 

Part B currently provides approximately 100 grants to strengthen the 
programs and management of Historically Black Colleges and Universities. 
The awards are formula grants based on their relative enrollment of Pell 
Grant recipients, number of graduates, and number of graduates entering 
graduate and professional school in the areas in which Blacks are 

underrepresented. Funded at approximately $2,000,000 for the next 

fiscal year, Title III programs make a significant contribution to the 

programmatic quality of Texas Southern University. 

One could , make a great number of arguments about the value of 

historically black colleges and universities to American life. And, of 
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course, Mr. Chairman you are fully aware of the contributions your two 
alma maters, namely Prairie View A. & M. University and the Thurgood 
Marshall School of Law at Texas Southern University, have made. I am 
enormously proud of my undergraduate education at Paine College, a 
member of UNCF which esteemed organization a distinguished member of 
your house of the Congress will soon lead. But that association as a 
student, and then the tremendous honor that has been given me to serve as 
President of two HBCUs make manifest to me the fact that with out 
question these colleges must be continuously strengthened to as to be 
able to affect more lives in years to come. 

Texas Southern University, the third largest historically black 
university in the nation, is a large complex urban institution with almost 
10,000 students. The university offers degrees at the baccalaureete, 
graduate and professional levels and makes a major impact on the overall 
quality of life of Houston and of Texas. TSU is one of the fastest growing 
universities in the state and the applicant pool for 1991-91 is thirty 
percent higher than the pool for 1990-91. In addition to being a fast 
growing institution, Texas Southern University continues to open its 
doors to numerous disadvantaged youths while at the same time 
admitting to its classes some of the best and brightest young people in 
our state and nation. Support from Title III has provided the financial 
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margin that enables us to make and keep the university attractive and 
productive. 

The case for increased support for Historically Black Colleges and 
Universities is clear and compelling. As providers of equal educational 
opportunity for over 100 years, they are responsible for the emancipation 
of Blacks from illiteracy between 1865 and 1935 and for the education of 
the majority of Black professionals. They enroll approximately 20 
percent of the Black students in higher education, yet they graduate 
almost 40 percent of the Blacks who earn baccalaureate degrees annually. 
Many of our most distinguished Black Americans in medicine, law, 
business, military and public service are graduates of HBCUs. 

Increased investment in these vital resources is an investment in our 
nation, for their value is indisputable. The fact that you have taken 
appropriate initiatives, including establishment of Title HUB, is a source 
of encouragement to us all. Moreover, you have convened your meeting on 
this historic campus and you have graciously extended to me this 
invitation to present views on behalf of Black colleges and universities 
as well as institutions representing the higher education spectrum. By so 
doing, you clearly show your clear perception of the enormous 
possibilities for progress inherent in our collective efforts to position 
HBCUs and other developing institutions for the educational, social, and 
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moral challenges facing us In the decades ahead. 

The Congress clearly wishes to know what has happened with money 
it has appropriated in the past. And with Title Ill-B this is a wonderful 
story to tell. Appropriations for Title lll-B totalled $351.2 million for 
the period FY 87-91. Approximately 100 HBCUs received an average of 
$714,000 per year. The number of institutions receiving the minimum 
grant of $350,000 declined from 41 in 1987 with an appropriation of 
$46.7 million to 14 in 1991 with an appropriation of $87.8 million. The 
graduate and professional schools under Section 326 received $48.6 
million from 1987 to 1991. 

Between 1987 and 1990, in view of increase appropriations for Title 
Hl-B, enrollment in HBCUs rose from 217,921 to 246,000 students-an 
increase of over 13 percent. The number of Pell Grant recipients in 
HBCUs increased by 5.8 percent, rising from 108,501 in 1987 to 11,178 in 
1990. During this same period, HBCUs have been very productive also in 
graduating students at the graduate level. 1987 there were 114 
doctorates conferred to Blacks from total of 105 HBCUs, out of 1,060 
doctorates conferred to Blacks from all U.S. institutions combined. 
HBCUs, therefore, are graduating, on a per institution basis, three and a 
half times more PhDs than all U.S. institutions. The ratio is about six 
times for masters degrees. Some 12 HBCUs grant doctorates and 48 grant 
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masters degrees. 

The recommendations which follow are offered to increase the 
awards of the neediest HBCUs which have not received more than the 
minimum grant over the past five yeare, to allow for greater flexibility 
in the uses of the funds, and to provide funding for five additional 
graduate and professional schools and for those which are emerging. 

Wft rft fin m ™nH incaaaiM f hA minimum b ««nt from mso.oqo to 

&snn OOP. This would help some fourteen smaller institutions, which do 
not necessarily receive increases as appropriations increase because the 
allotment is number-driven, based largely on the proportionate number of 
Pell recipients. 

Wft a lS O "*™mm«nrt « **«na« '» tho mithnrl»lnn lannnanft to Permit tflfl 
of Part R «»nri« for a c «iuHli»» which ara not specifically authori z ed . 
hut which con t"h"tn to tha niirnoses of the Program. The current 
language of the statute is too limiting; institutions need the flexibility 
to use funds for activities which promote the goals of their program even 
though they may not be specifically authorized. As the President of one 
of the largest Part B institutions I am proud to support raising the floor 
to help the smaller institutions. 

ffirariuau Support. Part B also provides a separately-authorized 
program (Section 326) for support of Historically Black Professional or 
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Graduate Schools "making a substantial contribution to the legal, medical, 
dental, veterinary, or other graduate education opportunities for Black 
Americans." Five schools are named in the law as eligible for this 
support, but since Section 326 was originally drafted, five more 
institutions have developed graduate programs to deal with the 
undersupply of minorities in cri^al areas of need. They include: Xavier 
University School of Pharmacy, Southern University School of Law, 
Florida A & M University School of Pharmaceutical Sciences, North 
Carolina Central University School of Law and the Texas Southern 
University School of Law and School of Pharmacy. 

We recommend that thnse shoots h» a HH*H m the M nf ftlifl (h[ft< , m 

th a t thfl Sflctatag be auttaiiad to ^ m pnal m m fnr 

f MHHly m thftv devftlon rnmmnmt. nr^™ r , thnr than ^ fnf 
p - eriodtc arrmnnmftnt of the statute Bn th raammaDriatifloa Bull tsmika 
an increasft in th» anttmri z atlon fnr s^ tinn ft pfi, 

The case for additional support for HBCU graduate programs is 
particularly convincing in light of the fact, reported by ACE, that the 
production of Black male doctorates dropped 47 percent from 1978 to 
1989. In contrast, there has been a 63 percent increase in the number of 
PhDs received by non-U.S. citizens. The National Science Foundation 
reports that between 1978 and 1988 PhD recipients among non-U.S. 
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citizens in the natural sciences Increased from 14 to 24 percent. In 
engineering, the percentage of doctorates awarded to foreign students 
rose from 30 percent in 1978 to 45 percent In 1985. Furthermore, Black 
Americans are the only minority group showing a decline In the number of 
doctorates awarded between 1979 and 1989. 

Clearly, it is our nation's interest to invest in the production of Black 
doctorates to help replenish our aging professorlat and to help regain our 
competitive edge. HBCUs have an unparalleled record in educating Blacks 
at the undergraduate and graduate levels; therefore they are logical 
institutions to receive federal help to increase the production of Black 
PhDs. 

A precedent for investing in HBCUs can be seen in NSPs establishment 
of Centers of Excellence at majority institutions in the 1960s to increase 
their capacity to produce PhDs in the sciences. Surely, the 
underrepresentation of Blacks with doctorates in areas critical to the 
national interest warrants a replication of this model which would 
increase the capacities of HBCUs to offer doctorates as well as to 
perform needed research. 
Par* C! F nriftwment Chullanoa Grants 

This authority currently provides about 20 matching grants annually 
to institutions eligible for either Parts A or B to establish or Increase 
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their endowments. During the grant period of up to ten years an 
institution may not withdraw or expend any of the endowment fund 
corpus; after termination of the grant the corpus may be used for any 
educational purpose. Institutions receiving grants are not eligible to 
reapply for another ten years. 

Challenge Grants are critical to assuring the fiscal stability of small, 
under-funded institutions, particularly Historically Black Colleges and 
Universities. Hampton, like her sister institutions but unlike her 
majority counterparts, operates within a framework of a particular 
vulnerability, a major antidote to which is sustained support from the 
public and private sectors which, in all instances, can mean for these 
institutions the difference between survival and extinction. 

The establishment of the Endowment Challenge Grant Program in 1983 
reflects the sensitivity of Congress to the fiscal vulnerability of Black 
colleges and universities and other small, underfunded institutions. This 
program fulfilled the dream of Dr. Fred Patterson, founded of the United 
Negro College Fund (UNCF), and others who called for a major federal role 
in ensuring the financial stability and self-sufficiency of HBCUs. During 
the early years of the Part C program, HBCUs received about 50 percent of 
the funds. However, in 1986 the application of the setaside for minority 
institutions was removed from Part C, and since then HBCUs have 
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received only 13 percent of the funds. Specifically: in 1987, three of six 
awards went to HBCUs; in 1988, eight of twenty-four; in 1989, five of 
twenty; and in 1990, two of twenty. From 1984-90, 66 HBCUs received 
105 grants/grant reservations totaling $32.9 million, while 198 
institutions ( including the 66 HBCUs) received 283 grants/grant 
reservations totaling $114.5 million. 

Therefore, legislative changes are needed to restore the original 
intent of Congress that the endowment program ensure the financial 
Stability Of HBCUs.. We recommend that S90 million of Part C 
appropriations ha reserved for HBCUs. This is the identical reservation 
that House and Senate conferees on the Educational Excellence Act agreed 
to last year: although this legislation was not enacted, it is clear that 
Congress wants the federal government to play a significant role In 
preserving and advancing HBCUs as national resources. Ttw general Part C 
authorization should ha Increased from 120 million to 175 million. 

We make two other recommendations to improve the effectiveness of 
Part C: the wait-nut period should ha reduced from ten to five years to 
PBBdda additional opportunltlaa tor Institutions to seek matching grants. 
aoH grants should be capped relat ive to the sfre of the appropriation to 
pre vent the antlra appr opriation from halno consumed bv grants to only a 
tfltt institutions. We suggest that grants be limited to $500,000 when 
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the appropriation is under $11 million, and to $1 million when the 
appropriation is between $11 and $20 million. 

Federal endowment support is appreciated in its own right. Just as 
important, however, is the enormous extent to which it helps HBCUs 
leverage private resources. Indeed, Texas Southern University can 
document the fact that Endowment Grant generated twice as much 
additional money from private sources. 

In addition to the foregoing recommendations pertaining to the 
Endowment Challenge Grant Program, please consider: (e) including some 
flexibility in the legislation which would allow any HBCU with the 
capability to generate endowment support to participate in the program; 
(b) removing language which penalizes those HBCUs which have been more 
successful in building their endowments in the private sector; and (c) 
perhaps including a classification of HBCUs according to their fundraising 
potential and level of endowment. 

HBCUs enroll large numbers of students who come from families with 
out large incomes or long term wealth. Accordingly, I heartily endorse 
the recommendations put forth before the Senate Committee on Labor and 
Human Resources in testimony by Dr. Robert Attwell on behalf of the 
American Council on Education and eleven other higher education 
organizations to support heightened and expanded funding of Title IV 
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$tudent financial aid programs. Dr. Atwell specifically called for support 
of the bill introduced by Senator Kennedy which would provide additional 
support for students under the Pell Grant Program. I specifically wish to 
urge this committee to end the increasing transfer of student support 
from grants to loans. At TSU, where 70 percent of the students receive 
some form of financial aid, students borrowed $21,030,651 for the 
current fiscal year to pay their educational expenses. That comes out to 
be an average of $2,213 per student. They are drowning in a sea of loan 
debt. 

It is, of course, true that students who receive an education should 
bear some of the costs of going to college. But we should not overlook 
two important factors. One is that money spent on educating young 
people is an investment in the nation's future, not a useless expenditure. 
Another factor of equal importance and truth is that if these young people 
graduate from our colleges and universities heavily burdened with debt, 
they will have little money with which to buy homes, automobiles and 
other goods and services that fuel our national economy. I urge you not to 
mortgage further our nation's future by shifting our current burden onto 
the backs of our children through heavy loan debt. 

I thank you for hearing me today. 
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Mr Washington. Thank you, Mr. President. And I will now 
yield to my colleague from the great State of Louisiana. 

Mr. Jefferson. Thank you, Mr. Chairman. To the panelists, all 
who have come this morning, it is traditional at these field hear- 
ings that one heaps praise upon the local member so as to endear 
him further to his constituents and, of course, so as to win his 
tavor when we are back in Washington looking for help. 

And so I, of course, will not depart from that tradition, but not 
tor those reasons. I want to say something good about Craig Wash- 
ington because he deserves it. I remember meeting him for the first 
time in Washington, and some folks told me that people back in 
Texas were so in love with this man until they were fighting over 
him, literally. 6 6 

I can tell them I witnessed that, in part, this morning between 
the presidents of Prairie View and Texas Southern Universities as 
they tought to claim you as their own. 

[Laughter.] 

But Craig has only been there a short time, a year ahead of me 
but ne has impressed all who have met him as an eloquent and 
committed spokesman for the causes that he pursues. And believe 
me, he pursues them with great passion, with great vigor, with 
great intelligence. 

And his leadership will be, I think, shown to the whole Nation as 
we see his career unfold in Washington. And as you have seen him 
in lexas in the State legislature, how he has done his work there 
7° we L ma y expect similar things from him— if not greater things— 
from him in Washington. 

I am telling you what you already know, however, I am sure. I 
want to say, without taking up much time, how important it is that 
we are here, and how happy I am to be here even though my dis- 

Orleans ^ her6 ' jUSt aCr ° SS the way there in New 

These are important hearings, and the reason we take the time 
to go out into the field is for a reason which I state at another 
hearing earlier. It is one thing to sit and to try and determine what 
is best for the Nation, and what should be done in higher educa- 
tion, and how we should adjust this law or make changes or what- 
ever, or re-enact it the way it is. 

n J,°^u ke f ecision - ab . out Jt in a va cuum, simply depending upon 
our skills of reasoning is one way to get after this-what ought to 
happen what shou d work. But what is better is to test the experi- 
ence ot those who have been the consumers of the laws that have 
been passed by the Congress, and those who have sometimes been 

£ *™ I 2 S ? t . h f\ laWD have been by the Congress, and 

to try and straighten out the problems or to go back and say these 
things are working properly and let's keep them in place. 
«.vS5 nv° ne ™ h °/uJ\ more eloquently than I can ever hope to 
iVs experienced 11 ' Hfe ° f the law is not *°S* C > 

.ntK&fi^T* iS I ight ' t nd that is whv we are here more than 
frnm 2Sr ? * athe ' we can in the way of information 
from your experiences with this act so that we may go back and 
have a better resi'i* for our country. 



c 41 



36 



The remarks you have made-that you two gentlemen have 
made so far about historically black colfeges-I think add well to 
the record that we are trying to make in Washington on this same 
subject. And I think every time I hear someone talk, there is a new 
angle, there is a new bit of information that helps to spark a point 

Ana as Craig and I were just talking, we are going to put m an 
act which wUl be separate that you probably know a little some- 
thing about, Mr. staff director, that will deal with historically 
black colleges and deal with the issue of opportunity and access 
and, hopefully, will be folded into the reauthorizing act as we go 

al Bu g t we will use it in New Orleans next week to focus on this 
issue. So I want to say to you that I am very pleased to be a part ot 
these hearings, and very pleased to accept the pvitation of our 
Chairman, Mr. Washington, and very pleased to have a t chance to 
work on these most important issues at this time in the cr t cal 
time in the history of our country where education, competitive- 
ness and opportunity for everyone to a higher education is most 

^Andltte something that we all need to focus on and do better 
with this great problem and this great challenge that faces us. So 
thank youT Mr. Chairman, for permitting me «iese brief remarks. 
And it is my pleasure to be here, and I look forward to the rest of 

the hesrinc a t 

Mr. Washington. Thank you, Congressman Jefferson, and 1 
would like to thank both of you very much for your testimony. Dr. 
Harris, once again, thank you for the help that your staff has pro- 
videdVand ti\e administration faculty as well as the employees who 
work on the campus, the policemen, everyone involv^^ has been so 
gracious in helping us and helping my staff and the committee 
staff in order to make these hearings possible. - 

And you are an excellent host, and we bid you adieu, farewell 
and good luck in Austin. 

Mr. Harris. Thank you, sir. 

Mr. Becton. Thank you, sir. 

Mr. Washington. Dr. Green? 

STATEMENT OF CHARLES GREEN, CHANCELLOR, HOUSTON 

COMMUNITY COLLEGE 
Mr. Green. Thank you, Congressman Washington, Congressman 
Jefferson. And before my distinguished [colleagues leave the build, 
ing, I want to endorse everything they have said about Historically 
Black Colleges and Universities, being a product of one myselt. 

And I take away absolutely nothing from the comments they say. 
I can only add to them in the area of financial assistance .for: needy. 
And for those institutions that have done it for over 100 years, we 
who are new can only champion their cause and say that, as i a 
Suet of their institutions, we are here to support their efforts 
not only in continuing, but in providing them the assistance pi the 
students that we as the new institution now seek to serve in the 
first 2 years of their education. . . 

Unfortunately, I cannot— I do not believe, and I have to check 
this by asking Congressman Washington-claim Congressman 
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Washington as an alum, unless he has taken one of my continuing 
education courses, because we did not exist until 1971 and he, like 
I, probably had completed our formal education at that time. 

Mr. Washington. You are telling my age. 

[Laughter.] 

Mr. Green. We now, as a matter of record, serve 67,000-plus 
local students. Contained within are many of the minorities that 
ultimately attend both the historically black institutions and the 
other educational institutions throughout the Nation. 

But that is not the purpose of my particular testimony today. My 
testimony today is much more specific than anything that has been 
talked about thus far, and that is to talk about the complexity and 
the difficulty of providing educational service to health science par- 
ticipants in the education process who serve us in the hospitals 
that so desperately need their help. 

Earlier this year, the Houston Community College System pur- 
chased land in the Texas Medical Center area adjacent to the facili- 
ty that it presently occupies for the purpose of constructing a state- 
of-the-art health science center to meet the needs of thousands of 
Houstonians who apply yearly to the college health care programs 
but cannot be served because of space restrictions. 

The land has been purchased and the plans have been drawn, 
but the Houston Community College does not have the financial re- 
sources to build that facility. Our need is for a one-time allocation 
that would fund the entire project. 

As the largest health science trainer in the Gulf Coast region, 
Houston Community College serves more than 2,400 students a 
year in two nursing programs; associate degree nursing for a regis- 
tered nurse, and a licensed vocational nursing program, plus 18 
allied health programs and disciplines such as physical therapy, ra- 
diography and nuclear medicine technology. 

Presently, the college shares facilities with the High School for 
Health Professions. The college occupies 25 percent of the second 
floor, and the entire third floor. Library facilities are shared. That 
means that is less than half a high school for the training of some 
of Houston s key health professionals. 

Because of space limitation, the Houston Community College 
Health Science Facility is only able to accommodate 20 percent of 
the students who apply each year, even though classes are offered 
days, evenings and weekends. This leaves literally thousands of as- 
piring students out of the educational route that has the creden- 
tials to train them for meaningful careers in an area that is pres- 
ently experiencing crippling shortages, both locally and nationally. 

The four most recent additions to the roster of health science 
programs— nurse aide, medical records technology, pharmacy as- 
sistant technology and diagnostic medical sonography— are without 
laboratories due to space restrictions. 

Two health science programs— medical laboratory technology 
and mental health associate— have been forced to relocate to an al- 
ternate Houston Community College campus, again because of 
space restrictions. These programs in an area that is not accessible 
by public transportation, although many of the health science stu- 
dents commute in this manner daily. 
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The proposed new health science facility would put all health sci- 
ence education under one roof in a center that will accommodate 
more than 4,000 students, increasing the number of students who 
can be served by close to 8,000. Equipment and labs will incorpo- 
rate the latest in health care technology in a functional, pleasant 
environment that will enhance learning for a body of students, 
most of whom hold jobs while they pursue an education. 

The Houston Community College System Health Science Center 
is a Texas Medical Center institution, a prestigious designation for 
any institution of higher education. Most of the clinical practicums 
lodged for Houston Community College students are in the Texas 
Medical Center Hospitals. . 

The Texas Medical Center is two and one half times larger than 
any medical center in the world. It has 41 member institutions and 
serves over 107,000 patients daily. About 2,350,000 patient visits 
are scheduled each year. The Texas Medical Center is also the larg- 
est single employer in Houston with approximately 50,000 full and 
part-time employees. 

People from all over the world flock to the Texas Medical Center 
because of its international reputation for excellence and advanced 
technology. At the end of 1990, there were 1,800 job vacancies in 
the Technical Medical Center. It is projected that an additional 
2,500 jobs will be created in the next 3 to 5 years. t 

Citywide, there is an 18 percent shortage of health professionals 
in hospitals and clinics. This is one of the highest rates of vacancy 
in the country. The success of our college health science students 
reflects the excellence of the medical communiiy that it serves. 

The passing rate of the Houston Community College health sci- 
ence students taking their board certification exams is 87.8 per- 
cent. In the critical disciplines of associate degree nursing and li- 
censed vocational nursing, the rate increases to 92 percent. 

In addition to teaching credentials, all health science instructors 
have been working professionals in their disciplines, enabling them 
to take instruction beyond the textbook and laboratory and infuse 
the vital element of the real world work into the traming process. 

The college associate degree nursing program has established a 
working partnership with several Texas Medical Center Hospitals 
to upgrade their licensed vocational nurses and public health care 
employees to registered nurses. 

Some of the classroom and laboratory spaces, and all of the clini- 
cal practicum slots are provided by the partnership hospitals. Rela- 
tionships of this nature are built on respect. We, the Houston Com- 
munity College, are considered a quality teaching institution, and 
these prestigious hospitals would not entrust this task to us were 
our training not thus. . 

The Medical Center Hospitals heartily endorse the need for the 
college to move ahead with the new facility in order to cope with 
the crises of the shortage of health care providers. The institutions 
expressing their support include St. Luke's Episcopal Hospital, 
Methodist Hospital, Hermann Hospital, M. D. Anderson Cancer 
Center, the Harris County Hospital District, and many more. 

We have enclosed a letter to Congressman William Ford by Dr. 
William E. Renardi, president and chief executive officer of the 
Texas Medical Center, begging your endorsement of our request. 
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In April of this year, the board of trustees of the Houston Com- 
munity College System unanimously approved a resolution to name 
the proposed health science facility in memory of the late Con- 
gressman George Mickey Leland. The college believes thai it is * 
fitting tribute to Congressman Leland's undying commitment to 
thepreservation of life through education and health care. 

This commitment is also at the heart of our efforts to build a 
new health science center. There is no single strategy that can con- 
tribute more to the economic well-being of our city than matching 
job training with available jobs. 

The equation is simple. If we train unemployed and underem- 
ployed individuals in the health care professions where there are 
shortages projected to last well into the 21st century, we are creat- 
ing a base of productive citizens with secure futures. 

We are meeting the serious shortages that exist in our medical 
community, and we are ensuring quality health care, not only for 
Houstomans, but for people all over the world. The only missing 
link in this equation is the new health science center. We are 
asking you to provide us with that link. 

I would like to thank both you, Congressman Washington, and 
you, Congressman Jefferson, for the opportunity to testify and to 
indicate that our support here this morning is in the form, not only 
of myself but the chairman of my board, Mr. Bruce Austin is 
present, and my vice-chancellor of academic affairs, Dr. Harding, 
and others to include students that you will hear testify later on. 

And subject to your questions at the appropriate time, this com- 
pletes my presentation. 

[The prepared statement of Charles Green follows:] 
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HONORABLE WILLIAM FORD 
CHAIRMAN, COMMITTEE ON EDUCATION AND LABOR 
U.S. HOUSE OF REPRESENTATIVES 
2451 RAY BURN 
HOUSE OFFICE BUILDING 
WASHINGTON, D.C. 20515 



9 

ERIC 



4« 



41 



SPEECH/EXECUTIVE SUMMARY, DR. GREEN 

Earlier this year, the Houston Community College System 
purchased land in the Texas Medical Center, adjacent to the facility it 
presently occupies, for the purpose of constructing a state-of-the-art 
Health Science Center to meet the needs of the thousands of 
Houstonians who apply yearly to the college's health care programs 
but cannot be served because of space restrictions. 

The land has been purchased and the plans have been drawn, 
but the Houston Community College System does not have the 
financial resources to build the facility. Our need is for a one-time 
allocation that will fund the entire project. 

As the largest health science trainer in the Gulf Coast region, 
Houston Community College serves more than 2,400 students a year 
in two nursing programs, Associate Degree Nursing for RN's and a 
Licensed Vocational Nursing program, plus 18 allied health programs 
in disciplines such as physical therapy, radiography, and nuclear 
medicine technology. 

Presently, the college shares a facility with the High School for 
Health Professions. The college occupies approximately 25 percent of 
the second floor and the entire third floor. Library facilities are 
shared. That's less than half a high school for the training of some of 
Houston's key health practitioners. 

Because of space limitations, the HCCS Health Science facility is 
only able to accommodate 20 percent of the students who apply 
each year, even though classes are offered days, evenings and 
weekends. This leaves literally thousands of aspiring students out 
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of an educational loop that has the credentials to train them for 
meaningful careers in an area that is presently experiencing 
crippling shortages. 

The four most recent additions to the roster of health science 
programs - Nurse Aid, Medical Records Technology, Pharmacy 
Assistant Technology and Diagnostic Medical Sonography - are 
without laboratories due to space restrictions. Two Health Science 
programs, Medical Laboratory Technology and Mental Health 
Associate, have been forced to relocate to an alternate HCCS campus; 
again because of space restrictions. These programs are in an area 
that is not accessible by public transportation, although many Health 
Science students commute in this manner. 

The proposed new Health Science facility would put all Health 
Science education under one roof in a center that will accommodate 
more than 4,000 students, increasing the number of students who 
can be served by close to 3,000. Equipment and labs will incorporate 
the latest in health care technology in a functional, pleasant 
environment that will enhance learning for a body of students most 
of whom hold jobs while they pursue an education. 

The Houston Community College System Health Science Center 
is a Texas Medical Center institution, a prestigious designation for 
any institution of higher education. Most of the clinical practicum 
slots for HCCS students are in Texas Medical Center hospitals. 

The Texas Medical Center is 2-and-a-half times larger than any 
medical center in the world. It has 41 member institutions and 
serves over 107,000 patients daily. About 2,350,000 patient visits 
are scheduled each year. The Texas Medical Center is also the largest 
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single employer in Houston with approximately 50,000 full and part- 
time employees. People from all over the world flock to the Texas 
Medical Center because of its international reputation for excellence 
and advanced technology. 

At the end of 1990, there were 1800 job vacancies in the Texas 
Medical Center. It is projected that an additional 2500 jobs will be 
created in the next three to five years. City-wide there is an 18 
percent shortage of health professionals in hospitals and clinics. This 
is one of the highest rates of vacancy in the country. 

The success of the college's Health Science students reflects the 
excellence of the medical community that it serves. The passing rate 
for HCCS Health Science students taking their board certification 
exams is 87.8 percent. In the critical disciplines of Associate Degree 
and Licensed Vocational Nursing, the rate increases to 92 percent. 

In addition to teaching credentials, all Health Science 
instructors have been working professionals in their disciplines, 
enabling them to take instruction beyond the textbook and 
laboratory and infuse the vital element of the "real world of work" 
into the training process. 

The college's Associate Degree Nursing program has established 
working partnerships with several Texas Medical Center hospitals to 
upgrade their LVN's and other health care employees to RN's. Some 
of the classroom and laboratory space and all of the clinical 
practicum slots are provided by the partnership hospital. 

Relationships of this nature are built on respect. Were the 
college not a quality teaching institution, these prestigious hospitals 
would not entrust it with the task of the training their 
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health professionals* 

The Medical Center hospitals heartily endorse the need for the 
college to move ahead with the new facility in order to cope with the 
crisis of the shortage of health care providers. The institutions 
expressing their support include St. Lukes Episcopal Hospital, 
Methodist Hospital, Hermann Hospital, M.D. Anderson Cancer Center, 
the Harris County Hospital District and many more. Here is a letter 
written to Congressman William Ford by Dr. Richard E. Wainerdi, 
president and chief executive officer of the Texas Medical Center . 

In April of this year, the Board of Trustees of the Houston 
Community College System unanimously approved a resolution to 
name the proposed health science facility in memory of the late 
Congressman George "Mickey" Leland. The college believes that it is a 
fitting tribute to Congressman Leland's undying commitment to the 
preservation of life through education and health care. This 
commitment is also at the heart of our efforts to build a new Health 
Science Center. 

There is no single strategy that can contribute more to the 
economic well being of our city than matching job training with 
available jobs. The equation is simple. If we train unemployed and 
underemployed individuals in the health care professions where 
there are shortages projected to last well into the 21st century, we 
are creating a base of productive citizens with secure futures; we are 
meeting the serious shortages that exist in our medical community; 
and we are insuring quality health care not only for Houstonians, but 
for people all over the world. The only missing link in the equation 
i t new Health Science Center. We are asking you to provide us 
that missing link. 
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Texas Medical Center 



WchardLWair*rdl,PM>. 

President and 

Chief Executive Officer 



406 JetseH Jones 
Library Building 



July 17, 1991 



Houston. Texas 
77030-2894 



Congressman William Ford 
Chair man 

Committee on Education and Labor 
United States House of Representatives 
2451 Jtaybum House Office Building 
Washington, DC 20515 

Dear Congressman Fdid: 

Please accept this letter in full support of the proposal for the Houston Community 
College System ft construct a new facility for Health Science education. 

Presently, there are severe personnel shortages in all health science professions that 
will continue to grow in the coming years. The Houston Community College System is 
attempting to alleviate many of these shortages by offering educational programs in 20 allied 
health and nursing disciplines. 

Last year, the College System's Health Science division experienced a 15 percent 
enrollment growth, bringing it to full capacity. The division shares a facility with the High 
School for Health Professions and the limited space prohibits any further growth in the 
college's programs which are so vital to the medical community. 

I would appreciate any consideration you give to this proposal. 




Sincerely, 



Richard E Wainerdi 



REW/ddc 



fax rn ;<M'8H72 



713 791-8800 
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Mr. Washington. Thank you, Dr. Green. We are very pleased to 
have the chairman of the board here also. Dr. Barrera? 

STATEMENT OF ADOLFO R. (SONNY) BARRERA, ASSISTANT VICE- 
PRESIDENT FOR STUDENT AFFAIRS AND DIRECTOR, MINORITY 
STUDENT AFFAIRS, SOUTHWEST TEXAS STATE UNIVERSITY 
Mr. Barrera. Mr. Chairman, Mr. Jefferson, on behalf of South- 
west Texas State University [SWT], and our president, Dr. Jerome 
Supple, we extend our gratitude to the Subcommittee on Postsec- 
ondary Education, Representative Craig Washington and Texas 
Southern University for your invitation to testify on the reauthor- 
ization of the Higher Education Act. 

On Novem'oer 8, 1965, President Lyndon B. Johnson returned to 
the campus of his alma mater, Southwest Texas State University, 
to sign into law the Higher Education Act. President Lyndon B. 
Johnson said, "Progress in education won't solve all of our prob- 
lems. But without progress in education, we can't solve any of our 
problems." 

It is with this spirit in mind that SWT goes on record in full sup- 
port of the reauthorization of the Higher Education Act. Specifical- 
ly, we focus our remarks on Title III, Strengthening Institutions 
Program. 

Before getting to the meat of my remarks, allow me to provide a 
brief historical perspective on our institution. SWT is a 4-year uni- 
versity with an enrollment of more than 20,000 students. The uni- 
versity is located in San Marcos, between Austin and San Antonio, 
in the heart of the Interstate (1-35) Corridor. 

Early in the last decade, unparalleled statewide growth and pros- 
perity were followed by a virtual collapse of the oil, agriculture, 
and manufacturing fiscal base. At the same time, growth of minori- 
ty populations brought a higher influx of underprepared and lin- 
guistically diverse students who required alternative instructional 
delivery and support systems. 

The influx of ethnic minorities has permanently changed the de- 
mographics of the region and the population the university serves. 
One of the most difficult challenges facing the university is how to 
continue to serve the traditional college population while meeting 
the unique needs of a multicultural and socioeconomically diverse 
nontraditional population. 

In order to understand the magnitude of this challenge, it is nec- 
essary to describe the fabric of the diverse community which the 
university serves. Today, 50 percent of the public school children 
on the 1-35 corridor are Hispanic and black, while the population 
of white students comprises the other 50 percent. 

The new ethnic change of the region and Texas is reflected in 
the student population through the local school districts. At the 
university, we anticipate that within the next 10 years, the com- 
bined presence of blacks and Hispanics will constitute a majority 
proportion of the university's total enrollment. 

While it is heartening to anticipate the increase in diverse popu- 
lations who choose to take advantage of the higher educational op- 
portunities at SWT, there will remain a significant segment of the 
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total population who will never reach for the opportunities the uni- 
versity offers. 

Poverty, lack of career and academic counseling, and first gen- 
eration college bound status restricts a significant segment of mi- 
nority students from attending college. Those who do enter SWT 
need specialized student support services and role models to help 
them succeed. 

Without these services, it is likely that they will encounter a re- 
volving door, leaving college because of lack of skills and resources 
needed to achieve. To be successful with these students, universi- 
ties like Southwest must provide comprehensive, innovative pro- 
grams designed to create an educational environment that supports 
state-of-the-art student services. 

With its current fiscal restraints, Southwest Texas State Univer- 
sity cannot prepare for this challenge and conversion without ex- 
ternal resources. Since State appropriations have dropped from 90 
percent to 60 percent between 1984 and 1990, SWT is facing a crisis 
ot greater demand with fewer resources. 

To meet the challenge, a viable source for external funding is the 
^rengthenuag Institutions Program, Title in of the Higher Educa- 
tion Act. While the SWT administration supports fully the reau- 
thorization of the Higher Education Act, SWT as a designated eligi- 
ble institution under the Strengthening Institutions Program needs 
toiwrsue Title III funding. 

These potential funds are necessary to assist the institution to 
improve its academic quality, institutional management, fiscal sta- 
bility, and strengthen our capacity to make a substantial contribu- 
tion to the higher education resources of the Nation. Through these 
development grants, SWT hopes to provide quality postsecondary 
educational opportunities for all citizens. 

As the authors of "One-Third of a Nation" have urged, "Ameri- 
cas institutions of higher learning must renew and strengthen 
uation " mcreas e minority recruitment, retention and grad- 

With this guidance in mind, the reauthorization of the Higher 
i-ducation Act is imperative. SWT advances the following four rec- 
ommendations pertinent to Title III funding for consideration; 

1. Eliminate granting waivers for eligibility to compete for Title 
ill tunds. Any and all developing institutions with a vested interest 
in submitting competitive proposals for funding should be author- 
ized to compete. 

2. Set-aside funding for community' colleges limits funds avail- 
able for 4-year colleges. SWT, as a 4-year institution, favors fund- 
ing proposals on merit rather than on classification. 

6. Expand the minority institution preference to include institu- 
tions such as SWT which demonstrate significant potential to in- 
crease its ethnic minority proportion of total enrollment, given the 
whrol cohort minority students in the college-bound high 

4. Enhance the fund-raising activities of Title III funded institu- 
tion* which will support enrollment, retention and graduation of 
ethnic minority students specifically in critical discipline areas 
such as math and science, teacher education, and health profes- 
sions. 
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I would like to add as a postscript to my testimony, pertaining to 
Title IV, that the proposed income-dependent education assistant 
loan idea, which was introduced by Congressman Petri, offers a 
new way of providing Title IV assistance. 

While we have not had an opportunity to fully analyze the 
impact of the proposed programs, I do encourage you to give it \ery 
serious study. 

[ThTprepared statement of Adolfo R. (Sonny) Barrera follows:] 
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Mr. Chairman, 

On behalf of Southwsst Ttxaa State Unlverelty (SWT), and our Prasldsnt 
Dr. Jerome Supple, we extend our gratitude to the Subcommittee on 
Poataeeondary Education, Repraaentatlve Craig Waahlngton and Texaa Southern 
Unlverelty for your invitation to testify on the reauthorization of the Higher 
Education Act. 

On November S, 1965, President Lyndon B. Johnson returned to the 
eempus of hie Alma Mater, Southwest Tsxae State University, to sign Into law 
the Higher Education Act. Prealdent Lyndon B. Johnson said, "Progress In 
education won't eolvo all our problems. But without progress In education, we 
can't aolve any of our probleme." It la with thle eptrlt In mind thet SWT goes 
on record In full support of the reauthorization of the Higher Education Act 
Specifically, we focue our remarks (tsstlmony) on Title HI, Strengthening 
Institutions Program. 

Befors gstting to ths meat of my remarka, allow me to provide a brief 
historical parepeotlve qn our Inetltutlon. SWT le e four-yser unlverelty with 
an enrollment of more than 20,000 students. Ths university Is located In San 
Marcoe, between Auatln and San Antonio, In the heart of the Interstate (1-33) 
Corridor. 

Early In ths Isst decade, unparralled etetewlde growth and prosperity were 
followed by virtual collapae of the oil, agriculture, sne! manufacturing fiscal 
base. At the same time, growth of minority populetlone brought a higher Influx 
of underprepared and linguistically diverse students who required 
alternative Instructions! delivery end eupport systems. The Influx of ethnlo 
mlnoritlee hss permanently changed the demographic* of the region and the 
population the unlverelty serves. One of the most difficult challenges facing the 
unlverelty ie how to continue to eerve the traditional college population while 
meeting the unique needs of a multicultural and soclo-economlcally dlverae 
nontradltlonal population. 

In order to understand the magnitude of thle challenge, It ie necessary to 
describe the fabric of the dlverae community which the university servee. 
Today, 50% of the public echool children on the 1-35 corridor are Hlepenlo 
(38%) and Black (12%), while the population of white etudente eonatitutee 
50%. The new ethnic change of the region end Texaa le reflected In the student 
population through ths local school districts. 
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At the university, we anticipate that within ten years, the combined 
presence of Black* and Hispanic* will eonatituta a majority proportion of tha 
university'* total enrollment. 

While It la heartening to anticipate tha Increase In diverse population* 
who choose to tske sdvsntage of tha higher educational opportunity at SWT, 
there will remain e significant segment of the total population who will never 
reach for the opportunities tha university offer* Poverty, lack of drear and 
academic counseling, end first generation college bound statue restricts a 
significant **gm*nt of minority atudante from attending collage. Thoaa who do 
enter SWT need apeclallied student support services and role models to help 
them succeed. Without these eervleee, It la likely they will encounter M a 
revolving door", leaving college beeauee of lack of skills and resource* needed to 
achieve. To be euceeceful with theee students, untveraraee Ilk* SWT must 
provide comprehensive, Innovative programs, deelgned to crest* sn aoademlo 
environment that supports and provides "atate of the art" student services. 

With Its currant fiscal restraints, SWT cannot prepare for thla challenge 
snd conversion without external resources. Since state appropriation* have 
dropped from 90% to 60% between 1984 and 1990, SWT la racing a crisis of 
greater demand with fewer resources. 

To meet the challenge, a viable eouree for external funding la the 
Strengthening Institutions Program, Tide III, of the Higher Education Act of 
1985. While th* SWT administration support* fully th* rseuthortxstlon of 
Higher Education Act, SWT aa a designated eligible Institution under th* 
Strangthsning Institution* Program needs to pursu* Till* HI funding. These 
potential funds are necessary to assist the Institution to Improve He aoademlo 
quality, Institutions! management, fiscal stability, and atrangthan our capacity 
to make a substantial contribution to the higher education resources of th* 
nation. Through th*** development grant opportunities, SWT hopes to provide 
qusltty postMcondary educational opportunities for sll clusen*. 

A* th* author* of Qna-Thlrdof ■ M.ti« n nav# urotdf "Amertca'e 
InetltuUone of higher learning must renew and strength s their effort* to 
Incrssse minority recruitment, retention and graduation." With this guidance 
In mind, th* reauthorization of the Higher Education Act Is Imperative. 
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SWT sdvsncss ths following four recommsndstlons psrtlnent to Title in funding 
for consideration: 

1) Eliminate granting waivers for eligibility to compete for Title III 
fundi. Any and all developing Institutions with vetted Internet In eubmHtlng 
competitive propoeale for funding should he authorised to compete. 

2) Set sside funding tor community colleges limits funds available for 
four-year colleges. SWT, ae a four-year Institution, favors funding propoeale 
on merit rather than on classification. 

3) Expend ths minority Institution preference to Include Institutions such 
ss SWT which demonstrate algnlf leant potential to Inoreaee Its sthnlc minority 
proportion of total enrollment given the availability of ethnic minority etudente 
In ths collsgs bound high school cohort 

4) Enhance the fund raising activities of Title III funded Institutions 
which will support enrollment, retention and graduation of ethnlo minority 
students specifically In critical dlaolpllne areas such ss Msth/Sclsnce, Tsacher 
Education, and the Health Professions, 
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Mr. Washington. Thank you, Dr. Barrera. Dr. McMillan? 

STATEMENT OF JOSEPH T. MCMILLAN, JR., PRESIDENT, HUSTON- 

TILLOTSON COLLEGE 

Mr. McMillan. Thank you, Mr. Chairman. Congressman Wash- 
ington, Congressman Jefferson, members of the subcommittee who 
are not in attendance today but who will read transcripts and see 
tapes, I am Joseph T. McMillan, Jr., president of Huston-Tillotson 
College, located in Austin, Texas. 

I call to your attention the error in the witness list, and that it is 
Joseph T. and not P., and because my dad is alive and well, I 
always carry the Junior. 

Mr. Washington. Thank you. 

Mr. McMillan. Huston-Tillotson College is one of 41 member in- 
stitutions of the United Negro College Fund, affectionately known 
as UNCF, and the oldest educational institution in the city of 
Austin. 

We are, in fact, the largest minority business in the city of 
Austin, the greatest provider of minority baccalaureate education 
in the city of Austin. And I appear today on behalf of the 41 
member institutions of the United Negro College Fund. 

More than, or approximately 50,000, students enrolled at 41 
member institutions are spread throughout 48 of the 50 States. An 
additional 1,504 international students from 30 foreign countries, 
and some 8<?9 students from United States possessions, the Virgin 
Islands in particular. 

I am pleased to have this opportunity very much to speak before 
this committee and to affirm the importance of the reauthorization 
of the Higher Education Act. Indeed, there is much more we all 
share in common in our commitment to higher education on this 
panel and the subsequent panels than we disagree. 

And yet, there are certainly some subtleties whereby I would like 
to lift up a perspective which reflects the concern of the independ- 
ent sector, notably the five historically black United Negro College 
Fund institutions in the State of Texas and, indeed, all 41 member 
institutions of the United Negro College Fund. 

Perhaps a snapshot of the United Negro College Fund might be 
helpful. During the past few years, 31 of our 41 member institu- 
tions have experienced enrollment gains of some 16 percent over 
the past 4 years. At Huston-Tillotson College alone, we have experi- 
enced a growth of 38 percent enrollment increase in 1 year atone. 

We now enroll about 715 students. Perhaps significantly, 80, or 
11 percent, come from Harris County. A good number come from 
Louisiana also, Mr. Jefferson. And 79 students, or 11 percent, are 
international; 13 percent are from out of State. We also enrolled 79 
percent African-American youths, some 3 percent Hispanic youths, 
some 3 percent Anglo youth, and some 3 percent Asian and other 
youth. 

The Title IV programs provide very significant support for stu- 
dents at United Negro College Fund institutions and, indeed, some 
61 percent of all UNCF students receive Pell Grants, 33 percent re- 
ceive the SEOG Grant, 37 percent receive the College Work Study 
Grant, and some 51 percent receive Stafford Loans. 
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Most students receive multiple forms of the Title IV programs. It 
is very interesting to note that the United Negro College Fund 
presidents note with alarm that the number of borrowers from the 
Guaranteed Student Loan Program, the Stafford Loan Program, 
has doubled. This number has increased from some 11,000 in 198*- 
83 to some 22,000 by 1988-89, and the number and the percent of 
students who must borrow money each year continues to grow. 

Thus, we end with the very simple notion that the Title IV pro- 
gram must clearlv look at the Pell Grant as an entitlement pro- 
gram, just as Social Security is an entitlement program. Indeed, it 
is greater access to higher education at the front end of the age 
continuum. ,. . ... . A 

It is so vital to the progress and equality of life in America, 
surely you must see it as an entitlement, just as Social Security 
benefits the aged, the infirmed, and the other very special catego- 
ries at the other end of the continuum. a 1BM 
As you know, Title III was completely rewritten during the 1980 
reauthorization period, and again in 1986. Title III is the single 
largest institutional aid program funded by the Federal Govern- 
ment under the Higher Education Act or any other general or Fed- 
eral statute, including the Morrill Act. 

As you know, Title HI authorized three separate programs ot 
funding for eligible institutions and provides direct institutional as- 
sistance to a variety of institutions of higher education, especially 
those serving a large number of low income students. 

At Huston-Tillotson College, some 89 percent of our students are 
recipients of the Title IV programs. Three programs included, obvi- 
ously, are the Strengthening Institutions Program; the Strengthen- 
ing Historically Black Colleges and Universities Program, which 
includes Section 326 on the graduate professional schools; and the 
Endowment Challenge Grant Program. 

United Negro College Fund, among others, has played a very sig- 
nificant role in working with Senator Paul Simon and Chairman 
Augustus Hawkins in rewriting this law, which constitutes the 
only real form of institutional assistance which most of the Histori- 
cally Black Colleges and Universities receive from the Federal Gov- 
ernment. . . A j 

In our view, Part B of the Black College and University Act re- 
quires only minor changes in the Reauthorization Act. If it is not 
broken, do not fix it. And we are not suggesting that you would fix 
it, but would ask you to look at a few options which would 
strengthen the program and allow it to serve better those institu- 
tions which have been served. 

Four important points and changes I would call to your attention 
for consideration: 

First, I, too, join General Becton, Dr. Harris, and other ^ col- 
leagues who favor increasing the minimum grant from $350,000 to 
$500,000. In fact, the United Negro College Fund position is very 
strongly in favor of increasing the minimum grant from $350,000 to 
$500,000. , _ 

You might note that three institutions in Texas would be benefit- 
ted by this; Wiley College, Jarvis College and Southwestern Chris- 
tian College. Secondly— and, I note a typographical error in my 
draft of testimony. I note that it says the ,r Bus Administration. 
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Indeed, that is the Bush Administration program to establish a 
setaside of some $20 million for Historically Black Colleges and 
Universities. We reaffirm, with a special emphasis on Part C, the 
Endowment Challenge Grant. 

Huston-Tillotson College was turned down for a Challenge III 
Grant this past year, and we would certainly look forward to re- 
competing or re-entering an application for that. And that endow- 
ment building is critical to the success of ail institutions, surely to 
smaller, liberal arts institutions and, indeed, to Historically Black 
Colleges and Universities. 

Thirdly, we do favor adding new graduate and professional 
schools to Section 326 of Part B, and we identify those institutions 
in the draft. A more important thing, I think, though, is that I 
would like to call your attention another typographical error. And 
that is at the very bottom of page two of my draft, I note "but not 
both, and let me clarify what I mean by that. 

. We «^ gg n est to add five new graduate professional schools to Sec- 
tion 326 of Part B, including Xavier University School of Pharma- 

S'; the Southern University School of Law; the Texas Southern 
niversity School of Law or the School of Pharmacy, but not both. 
And the but not both," in all due respect to Dr. Harris, suggests 
that in your good wisdom, that you would consider that support for 
one of the outstanding graduate schools of Texas Southern would 
be the support position from United Negro College Fund, but not 
both at this point in time. 

But the "but not both" does not pertain, I should add, to the 
Florida A&M School of Law or Pharmaceutical Sciences, and the 
North Carolina Central University School of Law. And if you were 
to read the text as it is typed, the misplacing of the comma would 
suggest that the "but not both" pertains to Florida A&M and 
North Carolina. 

But instead, I regret to say even in Texas, even in the esteemed 
auditorium of my good colleague, that but not both for Texas 
Southern is the position that we would take. Fourthly, we do favor, 
m fact, establishing a statutory mechanism for bringing the five 
new graduate schools, but not six, into Section 326 without reduc- 
ing the funding for any of the current recipients. 

In other words, hold harmless, grandfather their support through 
the current legislature, and do not jeopardize that funding unless 
there is significant funding that we can do both. 

The UNCF supports inclusion of a uniform methodology for cal- 
culating the number of graduates who complete their studies in 4 
or 5 years. Dr. Becton referred to the several technical things that 
could be done in the legislature that would make it easier to calcu- 
late the number of students who go on to graduate and professional 
school, and we do indeed favor that kind of legislature, 
ooo raommend inclusion of a general authority in Section 

643, which would permit institutions to implement activities that 
are not currently funded, with an emphasis on teacher preparation 
pr outreach programs or fund-raising, and strengthening those 
lands of developmental aspects at the institutions, all of which are 
currently excluded from the legislature. 

Under Part C, we believe that a cap in the amount of the endow- 
ment grant, though, would help all of us. As much as we favor not 
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both in the case of Texas Southern, we favor not allowing any one 
institution to receive such a high percentage of allocation that it 
would not be possible for other institutions to build an endowment. 

Finally, we strongly support other authorization of $150 million. 
I would urge it to be raised to at least $250 million in the course of 
the 5-year life of the authorization. 

United Negro College Fund and Huston-Tillotson College and I, 
personally, am indeed very pleased with the progress that has oc- 
curred in the course of the life of the Nation since the last authori- 
zation of the Higher Education Act in 1986. 

Indeed, concepts of access, concepts of choice for all American 
students, and the importance of diversity in higher education; the 
public sector or the private sector, the small college, the large col- 
lege. Texas Southern and Huston-Tillotson College, and all the 
State universities of this State all provide something very, very im- 
portant that we have to affirm in this reauthorization. 

So let there be no doubt about it, we all favor reauthorization of 
higher education as a commitment nationally to preparing young 
people for global leadership, for the challenges of the 21st century. 
And this is one of the great ways that our government can make a 
commitment to young people in a way that will be surpassed by no 
other option and by no other nation. 

And I want to affirm the importance of that at this critical time, 
and thank you for this opportunity to share with you some of the 
subtleties of variation among the institutions as we join in commit- 
ment to higher education. And thank you for your leadership in 
this effort. 

[The prepared statement of Joseph T. McMillan, Jr. follows:] 
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NR. CHAIRMAN, MEMBERS OF THE SUBCOMMITTEE, T AM JOSEPH T. McMILLAN, 
JR. , PRESIDENT OF HUSTON-TTUJOTSON COLLEGE IN AUSTIN, TEXAS. 
HUSTON-TTLLOTSON COLLEGE COLLEGE IS ONE OF THE FORTY-ONE MEMBER 
INSTITUTIONS OF THE UNITED NEGRO -UBGE FU» (UNCF) AND I APPEAR TODAY 
ON BEHALF OF OUR MEMBER PRESIDE^. AND AUOST 50,000 STUDENTS FRCM 48 OF 
THE FIFTY STATES AND 1,504 INTERNATIONAL STUDENTS FRCM 30 FOREIGN 
COUNTRIES AND 339 STUDENTS FRCM OUR U.S. POSSESSIONS. 

I AM PLEASED TO HAVE THIS OPPORTUNITY TO SPEAK TO YOU ABOUT THE 
NEED TO REVISE AND EXTEND TITLE III OF THE HIGHER EDUCATION ACT AND TO 
TALK SPECIFI CALLY ABOUT PART B, THE BLACK COLLEGE AND UNIVERSITY ACT. 

IN ORDER TO SET UNCF'S RBCXM1END ATICNS FOR REAUTHORI ZATION OF TITLE 
III OF THE HIGHER EDUCATION ACT IN CONTEXT FOR THE SUBOCMflTIEE, I 
BELIEVE IT IS APPROPRIATE TO GIVE YOU A 1 'SNAPSHOT 1 OF STUDENTS ENROLLED 
AT UNCF'S 41 MEMBER INSTITUTIONS AS A GROUP. 

DURING THE PAST FEW YEARS, 31 OF OUR 41 MEMBER INSTITUTIONS HAVE 
EXPERIENCED ENROLLMENT GAINS OF 16 PERCENT OVER THE PAST FOUR YEARS. WE 
NOW ENROLL 49,397 STUDENTS. AS PRIMARY BENEFICIARIES OF TITLE IV AID — 
SIXTY-ONE PERCENT OF ALL UNCF STUEENIS RECEIVE PELL GRANTS; 33 PERCENT 
RECEIVE SEOGfi; 37 PERCENT RECEIVE COLLEGE WORK STUDENT; AND 51 PERCENT 
RECEIVE STAFFORD LOANS; AND MOST RECEIVE MULTIPLE FORMS OF THIS 
ASSISTANCE. UNCF PRESIDENTS NOTE — WITH ALARM — THE FACT THAT THE 
NUMBER OF STUDENT BORROWERS IN THE GSL (STAFFORD LOANS) HAS AIMET 
DOUBLED FRCM 11,000 IN 1982-83 TO AUOST 22,000 IN 1988-89. 
INCREASINGLY, UNCF STUEENIS ARE BECOMING OVER-BURDENED WITH DEBT - IN 
1979-80, EIGHT PERCENT OF AIL UNCF STUDENTS RECEIVED GUARANTEED STUDENT 
LOANS, WHILE IN 1987-88, MORE THAN ONE-HALF OF ALL UNCF STUDENTS RECEIVE 
STAFFORD LOANS. I MENTION THIS TO YOU TODAY TO MAKE TWO FOINIS REALLY: 
(1) INSTITUTIONS LIKE HUSTON-TTLLOTSON COLLEGE ARE HELPING THE FEDERAL 
GOVERtMfflr FULFILL ITS "ACCESS' 1 MISSION BY EXTOLLING LOW-INOGME AM) 
MINORITY STUEENIS WHO GET BACCALAUREATE DEGREES AND BECOME TAX-PAYING 
CITIZENS; AND (2) IN ADDITION TO ALL YOU DO FOR BLACK (BUDGES, WHICH WE 
VERY MJCH APPRECIATE, TffiOUGH TITLE III - THE TITLE IV AID YOU PROVIDE 
TO OUR STUDENTS IS OUR LIFELINE AND THEIR PASSPORT TO ESCAPE THE 
SECOND-GENERATION BURDENS OF DISCRIMINATION IN AMERICA. WE HOPE YOU 
WILL KEEP IN MIND AS YOU DEBATE WHEIHER OR NOT TO MAKE THE PELL GRANT A 
REAL ENTITLEMENT — WE HOPE THAT YOU WILLI 

SINCE TITLE in WS REWRITTEN A S THE BLACK COLLEGE AND UNIV ERSITY 
ACT IN PART B IN 1986, UNCF MM3ER INSTITUTIONS HAVE BENEFITTED 
IMMENSELY FROM THE HJCH MORE CAREFULLY TARGETED, FORMULA-DRIVEN FROC3AM 
WHICH PROVIDES ALMOST $38 MILLION TO PRIVATE HISTORICALLY BLACK OOLEGES 

AND UNIVERSITIES. AND $89 MILLION TO THE ENTIRE UNIVERSE OF 

UNDERGRADUATE HBCUs. ADDITIONALLY, ANOIHER $11.3 MILLION IS PROVIDED TO 
FIVE HISTORICALLY BLACK PROFESSIONAL AND GRADUATE SCHOOLS — CLARK 
ATLANTA UNIVERSITY (GRADUATE SCHOOL) , THE TUSRBGEE UNIVERSITY SCHOOL OF 
VEIERINARY MEDICINE, THE MOREHOUSE SCHOOL OF MEDICINE, THE MEHARRY 
MEDICAL COLLEGE, AND THF CHARLES R. DREW SCHOOL OF POSTGRADUATE 
MEDICINE. 
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Page 2 

.IHP 111 ^ COMPLETELY RE-VRITIEN DURING THE 1980 REAUTHORIZATION 
^ AGAIN IN THE HIGHER ED UCATIO N ACT AMENDMENTS OF 1986 (P.L. 99-498). 
IT IS THE SINGLE LARGEST INSTITUTIONAL AID PROGRAM FUNDED BY THE FEDERAL 
GOVERNMENT UNDER THE HIGHER EDUCATION ACT OR ANY OTHER FEDERAL STATUE. 
INCLUDING THE MORRILL ACT . TIT LE III AUTHORIZES USEE SEPARATE PROGRAMS 
9LI£?5*: ELICIBLE INST ITUTIO NS AND PROVIDES DIRECT INSTITUTIONAL 
ASSISTANCE TO A VARIETY OF INSTnUITONS OF HIGHER EDUCATION, ESPECIALLY 
THOSE SERVING LARGE NUMBERS OF LOW INCOME STUDENTS. THE THREE PROGRAMS 
INCLUDE: (1) THE STRENGTHENING INSTITUTIONS PROGRAM; (2) THE 
STRENGTHENING HISTORICALLY BLACK COUEGES AND UNIVERSITIES PROGRAM 
(™™ING SECTION 326 FOR GRADUATE AND PROFESSIONAL SCHOOLS) i AND (3) 
THE ENDOWMENT CHALLENGE GRANT PROGRAM. 

^JE' ILE 111 • INSTITUTIONAL AID PORTION OF THE ACT WAS REVISED TO 

REFLECT THE OUTLINE DESCRIBED ABOVE IN THE 1986 AMENDMENTS. UNCF, AMONG 
OTHERS, PLAYED A SIGNIFICANT ROLE IN WORKING WITH SENATOR PAUL SIMON AND 
S^ 1 ?^ SEF^JVISEL m RE-WRITING THIS LAW WHICH CONSTITUTES 
™E ONLY REAL FORM OF INSTITUTIONAL ASSISTANCE MOST HBCUa RECEIVE FROM 
THE FEDERAL GOVERNMENT. IN OUR VIEW, THE PART B, BLACK COLLUGE AND 
UNIVERSITY ACT REQUIRES ONLY MINOR CHANGES IN ORDER TO FULFILL ITS STATED 
GOAL J£ ENHANCING AMERICA'S HISTORICALLY BLACK INSTITUTIONS OF HIGHER 
EDUCATION. WE HAVE BEEN WORKING REPRESENTATIVES OF THE PUBLIC BLACK 
COLLEGES AS WELL AS THE BLACK PROFESSIONAL AND GRADUATE SCHOOLS TO 
^E^ A ^^^ U;CISLATIVE RBCCMMENQATTCNS AFFECTING PART B. UNCF 
SUPPORTS FOUR IMPORTANT CHANGES IN TITLE III: 

* INCREASE THE PART B FLOOR OR MINIUM GRANT FROM $350,000 
TO $500,000 IN ORDER TO PROVIDE A MINIMUM LEVEL OF 
FUNDING FOR THE SMALLEST HBCUs WHICH ARE ELIGIBLE TO 
P ARTICI PATE. THIS CHANGE AFFECTS ONLY FOURTEEN PART B 
INSTITUTIONS. 

* ENACT THE BUS AEMTNISTRATF" ' nOFOSAL TO ESTABLISH A 
"SET-A-SIBE" OF $ 20 MTLLIO* A HBCUs IN THE PART C, 
CHALLENGE (ENDOWMENT) GRANT PROGRAM, WITH A PART C 
AUTHORIZATION OF $175 MILLER FOR BY 1994. 

* ADD FIVE NEW GRADUATE/PROFESSIONAL SCHOOLS TO SECTION 326 
OF PART B, INCLUDING THE XAVTER UNIVERSITY SCHOOL OF 
PHARMACY, THE SOUTHL3N UNIVERSITY SCHOOL OF LAW. THE 

™^ saramuavERsm ohwgcod Marshall) school of 

LAW (OR THE SCHOOL OF PHARMACY) , BUT NOT BOTH.THE FLORIDA 
AtM U NIVERSITY SCHOOL OF PHARMACEUTICAL SCIENCES, AND THE 

CAMLTNACENniAL UNIVERSITY SCHOOL OF LAW, WITH 
PROVISIONS PROTECTING THE EXISTING GRANTS ALREADY MADE 
TO THE ORIGINAL FIVE SCHOOLS THROUGH FISCAL YEAR 1994 
OR THE LIFE OF THE CURRENT GRANTS. 
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Page Three 



* ESTABLISH A ST ATUTOR Y MECHANISM FOR BRINGING THE FIVE 

NEW GRADUATE INSTITUTIONS INTO SECTION 326 WITHOUT REDUCING 
FUNDING ID ANY OF THE CURRENT PARTICIPANTS . WE OPPOSE 
THE INTRODUCTION OF A "(3NERIC" GRADUATE AUTHORIZATION 
BECAUSE TOTS Will CREATE A SUBglAM'lAL BgTfj ON LlMl'lB) 
TO 111 HKUt> BY EWDINC SADUATC PROGRAM WERE AMIcan 
AMERICANS. AUHOUUH UtmklMiBTnP, DO HPT REQUIRE AS 
FTOT ATrafrTON AS I N TO E H E AL T H P K g feS I CH S . tfEICINE AND 

LAW. 

UNCF ALSO SUPPORTS INCLUSION OF A UNIFORM METHODOLOGY FOR 
CALCULATING THE NIHBER OF GRADUATES WHO COMPLETE THEIR STUDIES IN 
FOUR/FIVE YEARS, AND WHO ENTER GRADUATE OR PROFESSIONAL SCHOOL WITHIN A 
FIVE YEAR 1 'LOCK-BACK 1 1 PERIOD. ADDITIONALLY, UNCF REOBMNDS INCLUSION 
OF A GENERAL A UTHORIT Y IN SECTION 323 WHICH WOULD PEWIT INSTITUTIONS TO 
IMPLEMENT ACTIVITIES, THAT OCNTRIEUIE TO CARRYING OUT THE OVERALL 
PURPOSES OF PAR T B, BUT ARE NOT SPECIFICALLY SPELUD-OUT IN THE 
AUTHORIZED ACTIVITIES. SUCH ACTIVITIES WOULD INCLUDE FUNDRAISING AND 
DEVELOPMENT, ENHANCING MINORITY TEACHER PREPARATION AND OUIREACH 
PROGRAMS. 

IN PART C, UNCF BELIEVES THAT A "CAP" ON THE AMOUNT OF A PART C GRANT, 
RELATIVE TO THE SIZE OF THE OVERAL PART C APPROPRIATION IS NEEDED. THIS 
IS INTENDED TO PREVENT A FEW SMALL GRANTS FRGM ABSORBING THE ENTIRE PART 
C APPROPRIATION. WE WOULD SUGGEST A $500 THOUSAND GAP WHEN THE 
APPROPRIATION IS $11 MILLION OR LESS; A $1 MILLION GAP WHEN FUNDING IS 
ABOVE $11 MILLION BUT BELOW $21 MTILION; AND NO LIMIT WEN THE 
APPROPRIATION IS $21 MILLION OR GREATER. FINALLY, WE THINK REDUCING THE 
"SIT-OUT" PERIOD FOR THOSE INSTITUTIONS WHICH SUCCESSFULLY PURSUED A 
LARGE MATCHING GRANT ($2 FEDERAL FOR EACH $1 PRIVATELY-RAISED) FRCM TEN 
YEARS TO FIVE YEARS IS WARRANTED. 

WE STRCNGLY SUPPORT A PART B AUTHORIZATION OF $150 MILLION RISING TO 
$250 MILLION DURING THE FIVE YEAR LIFE OF THE AUTHORIZATION. 

UNCF IS PLEASED WITH THE PROGRESS MADE THUS FAR WITH THE REVISED BLACK 
COLLEGE AND UNIVERSITY ACT PROGRAM ESTABLISHED IN 1986. WE ENCOURAGE 
CONGRESS TO FOLLOW THE AGE-OLD PRINCIPLE — IF IT'S NOT BROKEN, DON'T 
FIX IT — DURING THE CURRENT REAUTHORIZATION PROCESS! 

I WOULD BE PLEASED TO ANSWER ANY QUESTIONS YOU MAY HAVE. 
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Mr. Washington. Thank you very much, Dr. McMillan. Dr. Pa- 
checo? 

Mr. McMillan. By the way, come to Huston-Tillotson when you 
are in Austin one of these times, and see all the students from 
Texas, from Harris County and, indeed, from Louisiana who con- 
tribute to this better world that we are providing an opportunity 
for young people to succeed and grasp. 

Mr. Washington. I will pay you a visit in the next several 
weeks; I will be in Austin. 

Mr. McMillan. Look forward to seeing you. 

Mr. Washington. Thank you. 

STATEMENT OF ARTURO PACHECO, VICE-PRESIDENT, 
UNIVERSITY OF TEXAS AT EL PASO 

Mr. Pacheco. Congressman Washington, Congressman Jefferson, 
thank you very much for the opportunity to testify before you 
today. 

My name is Arturo Pacheco. I am vice-president of the Universi- 
ty of Texas at El Paso. Like most higher education institutions 
across the country, we are observing with great interest and antici- 
pation the forthcoming reauthorization of the Higher Education 
Act. 

Our institution, the University of Texas at El Paso, or UTEP, as 
it is fondly called by all, is looking with particular interest at Title 
III of the Act. We are a developing institution and we are the larg- 
est Hispanic-majority university in the continental United States. 

UTEP, situated on the Texas/Mexican border at the most west- 
ern edge of Texas, has nearly 17,000 students. Of these, approxi- 
mately 60 percent are Hispanic, 3 percent are African-American, 7 
percent are international (mostly Mexican), and 30 percent are 
Anglo. 

Our student composition reflects that of the city of El Paso, 
which now has a population of approximately 600,000. The city is 
approximately 70 percent Hispanic, 3 percent black, and 26 percent 
Anglo. Across the Rio Grande River, which runs along one edge of 
the campus is the Mexican city of Juarez, a growing city of 1.2 mil- 
lion people. 

UTEP is the major comprehensive university in this region of 
Texas. The entire region depends on UTEP for access to higher 
education. The next closest public institution is more than 200 
miles away; that is, within Texas. Over 90 percent of UTEP's stu- 
dents are from the immediate metropolitan area. 

Like our sister institutions along the border, we serve a primari- 
ly working class and low income population. Our congressional dis- 
trict is the fifth poorest in the United States. Unemployment is 
very high and El Paso 's per capita income is 37 percent less than 
the national average and 29 percent less than the average for 
Texas. 

Seventy-five percent of the adults over 25 years of age in El Paso 
have not completed high school, and the drop-out rate is close to 50 
percent in some areas. I cite this data to emphasize how critically 
important our institution is in terms of access to higher education 




V,/ 



46-418 0-92-3 



62 



in our region. For most, it is the only opportunity for higher educa- 
tion. 

Our students are extremely industrious and hard-working. 
Nearly all live at home with their families and commute to school. 
Approximately 75 percent of our students are first in their families 
to go to college, and about 70 percent work full or part-time while 
attending college. 

Most of our students are heavily dependent on financial aid, and 
even slight increases in tuition or fees often cause delays in their 
academic progress. Yet, although they take a bit longer to complete 
their studies for their degrees, our graduation and retention rates 
are quite respectable when compared to other public institutions. 

The reauthorization of the Higher Education Act, and especially 
Title III and Title IV are of critical importance to developing His- 
panic-majority institutions like our own. Just as Title III has been 
a life-line to historically black institutions, we are hopeful that 
Title III will be of increased assistance under a reauthorized 
Higher Education Act to institutions like our own. 

Institutions like ours have been increasingly successful in remov- 
ing the barriers of access to higher education, which have long 
been in place for minority and low income students. We are very 
proud of this success, and our very rapid increase in enrollments 
indicates that we are serving well the minority and low income stu- 
dents in our region. 

Our institution has a long history of providing the future leaders 
of the El Paso metropolitan region, and increasing numbers of mi- 
nority individuals are taking positions of considerable responsibil- 
ity. Graduates of our institution are also increasingly recruited by 
business and industry across the country, particularly in areas of 
science and engineering, where we have been uniquely successful. 

In addition, increasing numbers of our graduates are successfully 
entering graduate school in Toxas and elsewhere. This success, 
however, come at a very time when the institutions of higher edu- 
cation like ours in Texas are facing the dual strains of decreasing 
State funding and increasing student fees and tuition for those who 
can afford it least. 

A renewed and strengthened partnership with the Federal Gov- 
ernment to equalize educational opportunity has never been more 
important than it is now. Title III and Title IV of the Higher Edu- 
cation Act are perhaps the most critical mechanisms that the Fed- 
eral Government has to continue to guarantee not only access to 
higher education, but continuing academic success in completing 
degree programs. 

In partnership with the Federal Government, we have been very 
successful in opening the door to higher education to those who 
have been traditionally deprived. 

An expanded Title III will not only allow us to continue to keep 
the door open, but will allow us to attract and train the very best 
faculty that we can, to develop the highest quality curriculum and 
programs, and to guarantee to our students— who deserve the very 
best of educations— not only that they be academically successful 
but will emerge as leaders in a new and more equitable society in 
the 21st century. 
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We strongly support increased funding to both Part A and Part 
B of the Higher Education Act, 

Mr. Chairman, distinguished colleagues, thank you for the oppor- 
tunity to speak before you today, 

[The prepared statement of Arturo Pacheco follows:] 
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Testimony by Dr. Arturo laefceoo 
Vic* VruUMti university of Tuai at U Paso 

tiui southern umiTereity 
Houston, Tmi 
July at, im 

Congressmen Washington, distinguished members of this 
hearing, thank you for the opportunity to testify before you 
today. Ky name is Or, Arturo Pacheco, and I an Vioe Preaident of 
the university of Texas at El Paso. Like moat higher education 
institutions aoross the country, ve are observing with great 
interest the forthcoming reauthorization of the Higher Education 
Act. Our institution, the University of Texas at El Paso, or 
UTEP, as it affectionately oalled by all, is looking with 
particular interest at Title III of the Act. He are a developing 
institution and ve are the largest Hispanic-serving university in 
the continental united States. 

UTEP, situated on the Texas/Mexico border at the most 
Western edge of Texas, has nearly 17,000 students. Of these, 
approximately 60% are Hispanio, 3% are African American, 7% are 
international (mostly from Mexico) , and 30% are Anglo. Our 
student composition reflects that of the city of El Paso, which 
now has a population of approximately 600.000. The city is 
approximately 70% Hispanio, 3% Black, and 26% Anglo. Across the 
Rio Grande River which rune along one edge of the campue is the 
Mexican city of Juarea, with a growing population of 1.2 million 
people. 

UTEP is the major comprehensive university in this region of 
Texas. The entire region depends on UTEP for access to higher 
education* The next closest public institution is more than 200 
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miles away. Over 90% of utep'b students art from tha immediate 
metropolitan area. 

Like other institutions along the border, we serve a 
primarily working olase and low inoome population* Our 
congressional distriot is the fifth poorest in the United States. 
Unemployment is very high and El Paso's per oapita income is 37% 
less than the national average and 29% less than the average for 
Texas* 75% of the adults over 25 years of age have not completed 
high sohool, and the drop-out rate is close to 50% in some areas. 
I cite this data to emphasize how oritically important our 
institution is in terms of aooess to higher education in our 
region* Tor most, we are the on^y opportunity for higher 
education* 

our students are extremely industrious and hard-working. 
Nearly all live at home with their families and commute to 
school. Approximately 75% are first in their families to go to 
college, and about 70% work full-time or part-time while 
attending college. Host of our students are heavily dependent 
on financial aid, and even slight increases in tuition or fees 
often cause delays in their academic progress. Yet, although 
they take a bit longer to complete their degrees, our graduation 
and retention rates are quite respectable when compared to other 
similar public institutions. 

The reauthorization of the Higher Eduoation Act, and 
especially Title ill and Title XV are of critioal importance to 
developing and Hispanic-majority institutions like our own* Just 
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as Title XXX has been a life-line to historically Sleek 
institutions, we srs hopsful that Tit la XIX will be of increased 
asslstanca under a reauthorized Higher Education *ot. 
institutions lika our own hava baan inoraasingly euccassful in 
removing tha barriars of aooass to highar educe t ion, which hava 
long baan in plaoa for Minority and low-income studants. Wa ara 
vary proud of this succaaa, and our vary rapid inoraasa in 
enrollments indicatas that va ara sarving vail tha Minority and 
low income studants in our ragion. Our institution haa a long 
history of providing tha futura laadars of tha El Paso 
natropolitan ragion, and inoraaaing numbers of Minority 
individuals ara taking positions of considarabla rasponsibility. 
Graduates of our institution ara also inoraasingly rsoruitsd by 
business and industry aoross tha country , particularly in tha 
araas of science, and anginaaringi whara va have baan uniquely 
successful. Xn addition , increasing number • of our graduates are 
succeaafully entering greduata school in Texas and elaevhere. 

This success i however , coses at tha very tine when 
institutions of higher eduoetlon like ours in Texes are facing 
tha dual strains of decreasing state funding and inoraaaing 
atudent fees and tuition for those who can afford it laest. A 
renewed end strengthened partnership with the Federal government 
to equalise educational opportunity has never been sore important 
than it is now* 

Title IXX and Title XV of the Highar Eduoetion Act ara 
perhaps the Most oritical MeohaniSM that the Federal government 
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has to continue to guarantor not only mcfiaift to higher education, 
but continuing aflfldaMlg auecaaa in completing dagraa programs. 
In partnarahip with tha Fadaral government, va hava been vary 
successful in opaning tha door to highar education to thoaa who 
hava been traditionally deprived. An expanded Title III will not 
only allow ua to continue to keep the door open, but will ellow 
ua to attraot and train the very beat faculty that we can, to 
develop the higheat quality curriculum and programs, and to 
guarantee that our student a— who deserve the very best of 
educations—will not only be academically succeaaful but will 
emerge aa leaders in a new end more equitable aociety in the 20th 
Century. 



9 

ERLC 



68 

Mr. Washington. Thank you very much, Dr. Pacheco. Congress- 
man Jefferson? 

Mr. Jeffe. son. I will be very brief. Dr. Pacheco, let me ask you, 
when you talk about an expanded Title III, what specifically do you 
have in mind? 

Mr. Pacheco. Increased funding, particularly for those 4-year in- 
stitutions in Part A. There will be an increased number of institu- 
tions that have majority needy students and the funding, as was 
mentioned earlier in the testimony, is insufficient to provide for 
those institutions in Part A. 

So expanded in terms of increased funding for eligible institu- 
tions. 

Mr. Jefferson. Dr. McMillan, let me ask vou, you spoke on 
behalf of LJNCF and, as I mentioned earlier, Mr. Washington and 
other members of Congress and I will have some legislation to deal 
with on manv of the issues you talked about. 

You talked briefly about the issue of teacher education, of reach- 
ing into high schools to bring more minority teachers onto the 
rolls, and to have young people who are interested in teaching ca- 
reers. 

I would hope, perhaps not now, but you might be more specific 
about it. In the future, perhaps you can submit something to the 
committee along the lines you have in mind. Or, if you have a little 
something now you might say to elucidate your thought' in that 
regard. 

Mr. McMillan. Well, the suggestion was to include within Title 
III, Part B, specific language which encourages the development of 
teacher preparation, teacher recruitment and other support pro- 
grams for those who would pursue careers in secondary education 
or secondary elementary education, and to make provisions for 
that in the language. 

Currently, that is not a specific notation in the development of 
proposals by institutions for funding under Title III. Teacher edu- 
cation is often short shift or in the staff support and clarification of 
what should and should not be included. Because it receives no 
highlight in the language, it does not receive much encouragement. 

Mr. Jefferson. I was thinkingyou might have been encouraging 
not only that but something different in the way that you dealt 
with the financial aid for persons interested in that career. One 
problem of financial aid, of course, is when you look at the burden 
that the people are having to deal with, they are driven away from 
careers that do not pay a lot of money, one of which people think 
teaching is. 

I do not know what it is in every case, but that seems to be the 
thinking of many people that if you want to make a lot of money, 
do not go into teaching. And so, therefore, if you are looking for a 
big expense, a big debt, then you may not take up that or some 
other. 

So I wanted to know what you think along those lines. 

Mr. McMillan. I would be very pleased to do that because, 
indeed, the early national ex-student loan program was centered 
around encouraging persons to go not only into the defense related 
fields, but into education. And f think a new language in the reau- 
thorization would be very helpful in that regard. 



69 



Mr. Jefferson. Okay. Thank you very much. 

Mr. McMillan. Reduced burden for those who pursue careers, 
for example, and other kinds of variations on that, indeed, have 
been discussed in various quarters and would indeed be very 
timely. 

Mr. Jefferson. Thank you. Mr Chairman? 

Mr. Washington. Thank you, Congressman Jefferson. If I could 
just follow up on the last colloquy between the Congressman and 
Dr. McMillan. Last year in the last Congress, I attended a hearing 
up at Brown University. I was not a member of the subcommittee 
at that time, but accommodated the Chairman because I had a lot 
of free time on my hands as a freshman. 

But it was a very interesting hearing. One of the concepts that 
was developed there was the notion of loan forgiveness for certain 
targeted areas where you have too few teachers in the rural areas 
and in some highly metropolitan areas. I think that would prob- 
ably — that El Paso was written up. 

And it seemed similar to the broad range of things that we have 
talked about here today, especially in the area of getting more 
>eople into education— because, realistically, you cannot expect, at 
east as a threshold, that this loan imbalance used to be 25 percent 
oans to 75 percent grants, and now it is the other way around. 

If I were a young person, 22 years old or so, getting out of college 
and had amassed $30,000-$40,000 in loans, I would not have the 
ability to sit around and wait to pick a job or to take the job that I 
really wanted in my heart of hearts. If I had a choice of a job that 
paid me a fairly decent wage, I would probably go ahead and take 
it, perhaps sometimes to the detriment of an entire career. 

It seems to me if we can do something to level that off again, and 
also to encourage more people to go into teaching by saying if they 
worked 5 years in one of these targeted areas, the Federal Govern- 
ment would forgive these loans. 

I think that the Federal Government would be making a very 
important contribution to getting more people into education 
which, of course, helps not only at that level— at the college level- 
but also helps the young people who are coming up through the 
system by demonstrating more role models and more people who 
are dedicated to education as a career, not as a stopping place in 
their lives. 

Do any of you think that that is a good idea, or something we 
should pursue? Dr. Pacheco? 

Mr. Pacheco. Yes, I would like to speak in favor of that idea. 
There have been similar programs in the past. As the grant to loan 
ratio changes over time, we are finding that some young people are 
shying away from those fields that they know are not immediately 
lucrative upon graduation. 

Teaching is just one of those fields. We find increasing numbers 
of young people, for example, choosing business, which is well-to-do 
on its own merits, but if the orly reason for choosing business is, in 
fact, so that they can have lucrative positions and be able to pay 
loans right away, we are then shortchanging our student bodies 
into going into those fields that the entire Nation needs, typically 
those fields of public service like teaching, health work. 

So I strongly support that kind of investigation. 
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Mr. Washington. Thank you, sir. Dr. Green? 

Mr. Green. Congressman Washington, I am a product of a simi- 
lar thing. When the National Defense Loan first came out, I was 
only able to graduate because it was there my last year. And one of 
the clauses allowed me, if I served in the military, to be relieved of 
the interest of that. 

So for 10 years, I was able to rise to a level where my income 
allowed me to be capable of paying that back. And certainly, those 
kinds of things are real to the individual that is trying and striv- 
ing—as we talk about the disadvantaged schools— in any way they 
can to meet the limitations of completing their work. Those indi- 
viduals who are encumbering these large loans— as have been 
pointed out by my colleagues here— and that we all know, when 
they come out, are having great difficulty paying back by the 
number of defaults we have. 

So I think it might be in our best interests to tie some possible 
paybacks to some needs both nationally and locally that would also 
decrease the number of loan defaults. 

Mr. Washington. Thank you very much. We appreciate very 
much the testimony that you have given to us. We would like for 
you to stay in touch with us or through the committee. Chairman 
Ford, of course as you know, has been a leader in the field of edu- 
cation for many, many sessions of Congress. 

We are happy to have his leadership— the leadership of Chair- 
man Ford— and I assure you that we will come out with a good 
work product. We would like you to keep your input and ideas, not 
only that you expressed here, but other matters of concern to us 
such as the so-called non-traditional student, which we have not 
touched on here. 

As you know, we had some 40 odd field hearings like this around 
the Nation. And Cong essman Jefferson and I were fortunate 
enough to spend the Fourth of July weekend out in Hawaii attend- 
ing hearings on two different islands to learn of the nature, 
breadth and scope of the problems there. 

I am sure you all know because you travel in educational circles 
around the country, but perhaps some of those in the audience 
were not aware that— it seems to me, at least— and, I would like to 
have Congressman Jefferson's comments — I was quite fascinated to 
know that the nature of the problems such as those that you have 
touched upon are not distinct to this area. 

They are not distinctive to minorities. They traverse this coun- 
try, as I say, from Rhode Island where I attended the hearing at 
Brown University, all the way to Hawaii and all points in between. 
I have had an opportunity to read press accounts from some of the 
other hearings that I have not attended; to read summaries of 
some of those, and to read some of the actual testimony. 

I look forward, in fact, this coming Saturday to attending a hear- 
ing over in New Orleans at the behest of Congressman Jefferson 
where we will entertain additional testimony. What you do is so vi- 
tally important to our work, as Congressman Jefferson eloquently 
pointed out earlier. 

If we agree with the notion that is inside the beltway where we 
are talking to each other, and we are — that only the ideas that are 
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inside the beltway are important, then the Congress has really 
missed its mission. 

These field hearings afford us an opportunity to have some 
cannon fighters, some grist to take back; real live examples of what 
is happening out in the real world where we pretend to legislate on 
your behalf, on behalf of the students that you serve. 

So what I am inviting you to do is to stay in touch with us. I will 
be visiting some of your campuses. I have good working relation- 
ships with most of you and with most of your institutions, and I 
plan to continue to do that. 

Remember that we are just a sounding board; that you are the 
professional educators and the administrators, and we invite your 
participation now and in the future toward making the Higher 
Education Act and all that follows it a realization of what we know 
that it could be. 

Mr. McMillan. May I make another comment? 

Mr. Washington. Yes, please. 

Mr. McMillan. Your comment about non-traditional students re- 
minded me of a very interesting subtle point that I think I would 
like to share with you. 

Mr. Washington. Sure. 

Mr. McMillan. Many members of the higher education commu- 
nity favor what is known as front-loading — that of encouraging 
first- and second-year students to receive grants, third- and fourth- 
year students to receive loans. 

My own position, the position of Huston-Tillotson College and the 
United Negro College Fund position does not support that for the 
very reference that you make to non-traditional students. At 
Huston-Tillotson College, a significant number of our students are 
transfer students, and are older students, students who have at- 
tended Southern Methodist University, University of Texas at 
Austin, and other institutions throughout the State and Nation. 

If these students were to use up their eligibility for the Pell 
Grant during their first and second years at these institutions, 
when they come to us, then, they would no longer be eligible for a 
grant and would further exacerbate the amount of loans that stu- 
dents have to take in order to complete their education. 

Which is why we take a more of a middle of the road position 
that encourages raising the maximum award to $4,400, but do not 
favor restricting grants to first and second year students because of 
the non-traditional number of students we serve at the age non-tra- 
ditional level. 

Mr. Washington. That is a very valuable additional comment. I 
had not thought about the notion of transfer students because, 
quite frankly, I— at least without further elaboration on educa- 
tion — tend to lean toward that so-called front-loading approach, be- 
cause most of the students — I am told, at least — who do not suc- 
cessfully matriculate are those who are in the first- and second- 
years. 

And of course, the Federal Government will be picking up more 
of the responsibility and lightening the load on the individual stu- 
dent. 

Dr. Thomas-Smith? 
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Ms. Thomas-Smith. I, too, corroborate that point that I think it 
would be a serious impediment -o those students who are planning 
to matriculate to the 4-year colleges and universities. 

If upon completing the 2-year program, having gotten their 
grants and whatever, they are finding that they are having to go 
into the loan— heavily burden themselves — to come to the 4-year 
schools, I think that we would find that we would have lowered col- 
lege going rates instead of enhanced, heightened rates. Yes. 

Mr. Washington. Thank all of you very much for your testimo- 
ny. Congressman Jefferson? 

Mr. Jefferson. No, I suppose we had better let this panel go and 
get to the next one. But I just wanted to say that, when we have so 
many people going to community colleges, this becomes a particu- 
lar problem. And a great number of minority students in the coun- 
try — the overwhelming mcyority of them— are now in community 
colleges starting out. 

Some do not go any farther than that, but others do transfer to 
4-year schools. And when they do — if thev do— then it really would 
be. So we would have to make some allowances for that sort of 
thing as we go through this. 

Okay. Thank you very much. 

Mr. Washington. Thank you very much for your testimony. 

We would like to convene now panel number 2, which will be 
Mr. Ronnie Davis, president of the council of student organizations 
at Prairie View A&M University, Mr. Garth Davis, president of the 
University of Texas student's association. 

In addition to those who are listed as witnesses, the committee 
will be pleased to hear from Ms. Erica Moshay, representing Texas 
Southern University. 

I would like to welcome all of vou to the subcommittee, and 
thank you very much for— the subcommittee will come back to 
order. We will proceed with panel 2. Thank you very much. 

I would like to welcome all of you to the subcommittee, and 
thank you for taking time out of your schedule to come and give us 
an additional perspective on something that is important to all of 
us, but most important to you. You are the raison d'etre for all 
that we attempt to do, for if there were no students, there would be 
no institutions or higher education. And so your testimony is vital- 
ly important. 

I would like to go from your right to left. Maybe I will start at 
the other end so I can take the ladies first. Being an old Southern 
gentleman, if you gentlemen and Mr. Davis do not mind down on 
the other end, I would like to start at the other end. 

Ms. Moshay? 

STATEMENT OF ERICA MOSHAY, STUDENT, TEXAS SOUTHERN 

UNIVERSITY 

Ms. Moshay. My name is Erica Moshay, and presently I am a 
student at Texas Southern University. And I am here to discuss 
the financial aid process at Texas Southern University. 

The financial aid process, or the procedures required to apply for 
and to receive financial aid at Texas Southern University are, for 
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the most part, pretty much the same as those required by other in- 
stitutions. 

Students at the Texas Southern University can apply for the 
same type of financial aid programs that are available to stu- 
dents—— 

Mr. Washington. You have a soft voice. 

Ms. Moshay. The financial aid process at Texas Southern Uni- 
versity. The financial aid process, or procedures required to apply 
for and to receive financial aid at Texas Southern University are, 
for the most part, pretty much the same as those required by other 
institutions. 

Students at Texas Southern University can apply for the same 
types of financial aid programs that are available to students at 
other universities, colleges and vocational schools throughout the 
country. 

Regardless of what type of educational institution a person 
chooses to pursue his or her career objectives, they must — if they 
are going to finance their education through financial aid 
sources — must start the process somewhere by completing some 
type of forms. 

These forms, even though they are very time-consuming and 
they may get a little confusing, are necessary in order to receive 
financial aid. They require a person to have patience. They require 
a person to have or to develop a strong sense of success. 

Texas Southern University Office of Financial Aid requires that 
all students who are applying for financial aid to complete various 
forms. Students who inquire early, prior to their enrollment into 
the university, often have less difficulty in receiving that aid, as 
opposed to the person who waits until the last minute in order to 
apply for financial aid. 

Applying for and receiving aid depends on whether or not the 
student has completed all the necessary forms required by the uni- 
versity office of financial aid. These forms include completing and 
submitting to a processing center in Iowa the ACT student finan- 
cial aid statement, the Texas Southern University general financial 
aid application, and also providing the office of financial aid tran- 
scripts from prior colleges attended. 

Once a student has completed the ACT package and a processing 
center has provided the student with their Student Aid Report, 
they are to take or mail them to the office of financial aid. Stu- 
dents who have not provided the office of financial aid with the 
above information will have difficulty in receiving financial aid 
prior to a particular semester of enrollment. 

Students who have incomplete files will also experience difficul- 
ties in having their financial aid in place at the time of admitting 
into the university for a particular semester. To eliminate the 
delay, it is advisable for a student to apply for financial aid very 
early. 

There are many types of aid that a student can apply for at 
Texas Southern University, but whether or not the student is eligi- 
ble to receive any aid is dependent upon many different reasons. 

Scholarships, which everyone wants to apply for, are limited. 
Students must have a GPA of 3.0 or above in order to receive a 
scholarship. However, many students are not aware of this fact. 
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Nor are they willing to accept this as a criterion to receive a schol- 
arship. 

College work-study is another area that students pursue. They 
think that anyone can get on work-study once they ask to do so. 
This, too, is a myth. A student must be eligible to receive work- 
study. They must apply for it, and they must complete forms. How- 
ever, many fail to follow procedures. 

They think that just because they want it, they should get it. 
They fail to realize that if they have not applied for any type of 
financial aid, they cannot receive work-study. This, too, is a part of 
the financial aid process. 

The awarding of various grants is based on the information from 
the processing center. Students often think that once they have 
submitted their information to the processing center, and the 
center sends them back the information letting them know that 
they are eligible to receive the Pell Grant, that that is all they 
have to do. 

They fail to realize that they must give the information to the 
office of financial aid. Or, they will only give the office part of the 
information sent to them. Time is often lost because a student did 
not provide information to the financial aid office on time. 

The forms can be shortened so that the student does not get dis- 
couraged from the beginning. Many attitudes that the students 
convey are results of the long time it took them to complete the 
forms, and the long time which it took them to get the information 
back. 

Many times, they would have made mistakes that required them 
to return the forms for errors. This delay added to the frustration 
of the student. Often, there are many delays experienced by stu- 
dents that are not directly related to the financial aid office, but 
the office of financial aid is the office that experiences all the nega- 
tive responses from students. 

True, there is not enough staff members to accommodate the 

? rowing number of students who are receiving financial aid at 
exas Southern University. However, the staff does provide top 
quality services and assistance to all students. Only those students 
who are late in applying for financial aid are the most dissatisfied 
with the overall process of financial aid. 

Only those students who discover that they cannot receive a loan 
when the only papers they provided to the financial aid office was 
the loan application are unhappy with the office of financial aid. 

And lenders work very closely with Texas Southern's loan sec- 
tion to ensure that students receive their loan checks on time. Stu- 
dents who do not receive their loans prior to a semester are those 
whose papers were not processed before a particular semester. Pri- 
ority deadlines have been established by the office of financial aid. 

Aid is just that, an aid. Something designed to assist them in ob- 
taining their education. And as such, they should be a little more 
interested in all the aspects of the requirements necessary for them 
to receive the funds they need for their education. Students should 
pay a little more attention to what they should do and continue to 
do in order for them to receive the aid they need. 

If everyone who is interested in applying for and receiving finan- 
cial aid at Texas Southern University, took a little time to comply 
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with the criteria established by the office of financial aid, they 
would not have the difficulties they experience in receiving the 
funds they need for their education. 

Mr. Washington. Thank you, Ms. Moshay. Thank you very 
much. You pointed out some very interesting aspects of what stu- 
dents need to be aware of. 

Ms. Blocker? 

STATEMENT OF DORIS BLOCKER, STUDENT, HOUSTON 
COMMUNITY COLLEGE SYSTEM 

Ms. Blocker. Good morning, Mr. Washington, Mr. Jefferson and 
Ms. Stromgo, my chancellor, Dr. Green and Dr. Harding, and to 
those assembled. 

I am Doris Blocker, and I am a 36-year-old single parent. I have 
three children. And I did not address specifically the financial aid 
section, but I am going to talk about that. I hope I am not penal- 
ized for that. 

But I wanted to address all of the concerns that I have being a 
student at Houston Community College. I am in the nursing pro- 
gram, and I started back in January of 1990. 1 did not go to college 
directly after high school because I had a baby and I got married, 
and I wanted to be a housewife. 

But when I did choose to go back to school, it was after my di- 
vorce and it was because I needed to make more money and I 
needed to support my family. And I chose Houston Community Col- 
lege Nursing Program because it was going to take me a shorter 
time, and time is of the essence to me. 

So I got into their 2-year program. I have encountered problems 
with the Pell Grant in that there was one semester that I thought I 
would not be able to go back to school because it took me quite a 
while to get my grant. 

The application, I think, is monotonous. It is not very simplified, 
and I do not consider myself to be stupid. And once I did complete 
the application and mail it in in all of the time frames that were 
established— or allowed, rather — I did not get it back in time for 
registration. 

And I had to borrow money from one of my sisters, and that was 
like pulling teeth, because she is not that generous. 
[Laughter.] 

But you know, I agonized that semester because I almost did not 
make it, almost did not fulfill a dream. I am trying to raise three 
children off of welfare. I am trying to keep my children— or do my 
little bit — to keep them out of the drug situation. 

I am trying in my effort— or, my own little way— to make a dif- 
ference in Houston, in America, in Texas. I am trying to make a 
difference. One female. 

And I plead to you that perhaps you could look at the grant ap- 
plication and make some changes. I do not know exactly what 
changes. Or, make some funds available for people like myself. I 
could have been stopped just because I did not nave finances. 

The other thing I would like to address is our need at the school. 
I am a student at the Eastwood Campus and, as Chancellor Green 
stated, we are terribly limited in space. We have one floor that I 
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was aware — I was not aware that we were using part of the second 
level. But there is no space on that third level 

All of the disciplines are there, and you can be overcrowded. Our 
supplies are functional but limited, as I stated in my written testi- 
mony. The school does have a very high State Board licensure, and 
that was one of the factors that made me consider the school. And 
also, the fact that many of the students pass the State Board exam. 

And the staff is very good, and I think that they have done well 
in trying to accommodate all of our students in that small area 
space. So lest I leave this podium without expressing my concern, 
and that you all would consider it, that the school does need that 
building. 

We really do need it, because I work in the Medical Center. I 
work at Texas Children. And for what we are doing there, if we 
would have had larger clinical areas at the Eastwood Campus, I 
just feel like some of the things that I needed to get at school to 
prepare me for having gone to the Medical Center would have been 
great. 

They were not there. But we have done without, and we have 
made it. And I am a graduating— I will be a graduating student 
this August 23, God willing, and I have made it. And I would like 
to make it better for some of my classmates and peers that are fol- 
lowing me. 

Thank you. 

[The prepared statement of Doris Blocker follows:] 
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TESTIMONY OF DORIS M - BLOCKER 



My name is Doris M. Blocker. I an 36 years of age, a single 
parent and mother of three children. This is my written testimony 
as a student enrolled in a community college health careers 
program. I have enclosed a brief personal history, some 
difficulties 7 have encountered since ay enrollment at the College, 
and other concerns that have been expressed to me by students 
awaiting the opportunity to proceed to the clinical aspects of the 
ADN curriculum. 

I am a 1973 graduate of John H. Reagan High School. After 
graduation, I chose not to further my education, but instead I 
chose to be a housewife and mother. I remained unemployed for some 
eight years after which I decided to take a nurse 1 s aid training 
course. Upon completion of that class I worked for the City of 
Houston as a clinic assistant for two years. I later enrolled in 
school at the Ben Taub Hospital, becoming an Operating Room 
Technician, and have served in that capacity for the past 12 years* 
Because of my divorce 5 years ago and the rising cost of living, 
I chose to return to school in order to increase my income and 
better provide for my family. I entered the Associate Degree 
Nursing program weekend classes in January 1990, and will be 
graduating from that program on August 23, 1991. 

My decision to attend Houston Community College System was 
based on these factors: 1) easy access to the satellite campuses; 
2) the high passing rate of graduates on the state Board licensure 
exam; and 3) the availability of the only Mfiflkfilld nursing program 
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in the city. Aside from all the positive benefits the Eastwood 
Health Careers Campus offers, I do find the facility to be less 
than adequate due to a minimal number of clinical practice areas, 
equipment that is functional but outdated, and general over* 
crowdedness. Sharing one floor with several other departments has 
meant our being crowded into small classrooms for lectures. 

Many of the graduates from this nursing program seek jobs in 
the Texas Medical Center. In keeping with the high standards of 
the medical center, one of the most renown in the country, I feel 
the Houston Community College System School of Nursing should be 
offering its students training with state of art technology, and 
educational opportunities which lead to advancement and encourage 
lifelong learning. 

My classmates have expressed concerns about v Jie 1) waiting 
tifflfl for entry into clinical classes after they have successfully 
completed all academic courses; 2) lack of continuing education 
courses (seminars, workshops, etc.); and 3) insufficient financial 
assistance necessary to stay in school. 

One of the main barriers to may returning to school was the 
financial aspect. I simply could not afford to pay for tuition, 
books and supplies, and family expenses. I decided to apply for 
a Pell Grant and a number of scholarships. Although X met the 
application deadline for the Pell, an error on the application form 
caused me not to receive my grant in time for registration. I must 
say that the application and its processing proved to be quite 



So 

ERIC 



80 



Page 3 

complex and perplexing. For example, I never understood the nature 
of my error on the application form, and the explanation form I 
received was just as unclear and difficult to understand. It is 
my opinion that the Pell application process should be simplified 
and shortened, or that the student be allowed to enroll once 
eligibility has been determined and the award is being processed. 

in conclusion, I find that the college offers me a well 
designed curriculum, and a faculty and staff who are genuinely 
dedicated and concerned about students. However, to meet the 
training needs of the year 2000 the college must address the 
critical issues of facilities, technology, and student support 
services. 

By the way, next Spring I will enroll for the prerequisite 
courses needed for the Bachelor of Science in Nursing. This is my 
long-range personal goal, which will aid me in advancing up the 
clinical ladder. 
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Mr. Washington. Very well stated. Very well stated. And do not 
despair, your written testimony will appear in the record immedi- 
ately following your oral testimony. 

Ms. Blocker. Okay. Thank you. 

Mr. Washington. You are welcome. Mr. Gallegos? 

STATEMENT OF MICHAEL GALLEGOS, STUDENT, HOUSTON 
COMMUNITY COLLEGE SYSTEM 

Mr. Gallegos. Ladies and gentlemen in the audience, Congress- 
man Jefferson, Congressman Washington, I have been asked to dis- 
cuss with you today my experiences as a non-traditional Chicano 
while in pursuit of my education. 

Please understand that after all is said and done, after all the ft 
have been dotted, after all the T's have been crossed in the Title III 
Act, there is one thing left. And that is in here. It is heart, as Ms. 
Blocker so clearly stated to you. 

In other words, if there is a situation that is not to your liking, 
then change it. You may say, "Well, Mr. Gallegos, that is easier 
said than done. ' You are right. You are absolutely right. It takes a 
person with a lot of determination, tenacity, commitment. But ulti- 
mately, it comes from within to be able to overcome what, at times, 
may seem insurmountable odds. 

With the support of my family, friends and, yes, the Federal Gov- 
ernment, I was one of the fortunate ones who was able to enter and 
complete my education at the University of Houston in May, 1987. 

Yes, my personal opinion is that the difficulty did not come from 
race, but rather because of a factor that transcends race, color, 
cread, national origin, sex, or age. It is finance— i.e., poverty. 

In retrospect, my family could easily be classified as the working 
poor— hardly enough money to sustain the family, but too much 
money to qualify foi any type of government assistance. Therefore, 
my choice was not whether I was going to attend Texas A&M, UT, 
Texas Tech, Baylor, SMU, but rather would I be able to attend at 
all. 

With that in mind, I am here to inform you that the next 8 years 
of my life were somewhat difficult for me, but not impossible. I 
joined the service and took full advantage of the Veterans Educa- 
tional Assistance Program. After my enlistment, I married. My 
wife and I then continued on the road to higher education. 

I was receiving veterans assistance, drawing unemployment ben- 
efits, drawing a complete financial aid packet, to include grants, 

tvj' sclwkrsMP 8 ' work-study, and I even applied for food stamps. 

Did I enjoy or want to go through the lines, the forms, more 
forms and more forms? Did I want to take on debt? Congressman 
Washington, debt does not frighten me. Because I know I have 
something tangible in my hands, and that is a degree. And that is 
something that will not depreciate and will not lose a- iy value. 

Did I want to work full-time while going to school part-time? The 
answer is no, definitely not. But because of my personal philosophy 
in life that I mentioned earlier, there was little that I would not do 
to receive my degree. 

I know that you would like for me to elaborate on what I jut. 
mentioned, but I feel that there is an issue that is not being ad- 
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dressed, which is HCC's health careers program itself. Picture this: 
A young Chicano wants a medical career but cannot attord to 
attend a large university away from home. , ... 

He is informed that Houston Community College has a health ca- 
reers program, specifically a physical therapy assistant program, ot 
which I currently am a student. This young student decides to go 
to the Eastwood Campus and take a look for himself. 

He is somewhat confused because he notices it is a high school. 
He just finished high school. Why does he want ^ go back toa 
high school? But the security guard informs him that the riUU 
Health Careers Division is on the second and third floor. Ukay, he 
thinks to himself, I can live with that. 

Upon entering the office, he notices there are three separate de- 
partments located in one small area. Staff and students are packed 
together, people are in the hallways because there is not any room 
in the offices. He is introduced to the director of the physical ther- 
apy assistant program, and she is sitting in a five-by-five cubicle. 

And mind you, Congressman Washington, Congressman Jetter- 
son, this is the director of the program. This cubicle is jam-packed 
with an assortment of educational materials. The staffs working 
area does not fare much better. 

Now, the student is given a tour of the lab, and what does he or 
she see but 35 people trying to learn in approximately 800 square 
feet with equipment on top of that. It is not a very pleasing sight. 
He leaves somewhat depressed and decides to work for another 
year, save up enough money and try to go to another university. 
We may have lost a student. _ , . , 

I have tried to paint a picture of the facts. But please understand 
that this in no way indicates the lack of the quality education 
given to us by the staff. But they have one leg and foot tied behind 

As a student currently receiving no financial aid, there are quite 
a few items that a-e lacking in the health careers division at Hous- 
ton Community College, specifically the physical therapy assistant 

Pr A?equate staffing to meet the needs of the students. Our director 
is not only a director, but is our teacher, our mentor, our counsel- 
or, advisor, disciplinarian, friend, foe and, yes, at times, even our 
mother. This is an enormous amount of responsibility to handle tor 

° n Ad^quate space. Due to the limitation of space and staff, all of 
the potential students that could come into the program are not, 
because the spacing does not permit more than 35 students per 
year. Adequate spacing also includes storage to be able to place all 
of the physical therapy assistant program equipment where one is 
not constantly tripping over it. 

Updated equipment. Congressman Jefferson, Congressman Wash- 
ington, we are in the Houston Medical Center; world renowned, 
world famous. But yet, our equipment is ancient according to medi- 
cal standards. How can we expect our staff to do the best possible 
job with less than adequate equipment? • . 

In closing, I want to stress that the difficulty a student encoun- 
ters is one of personal finances and not for the lack of opportunity. 
Let us make Houston Community College a leader where a young 
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Chicano can be proud that he is a student at Houston Community 
College, and that Houston Community College is not a younger 
brother or sister to other, larger universities. 

We should be able to stand on our own and not in the shadow of 
any other institute of higher learning. 

Thank you very much. 

[The prepared statement of Michael Gallegos follows:] 
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TESTIMONY OF MI CHART, CALTJMnfi 

I have been asked to discuss with you today ay experiences as 
a Chicano/Hispanic while in pursuit of ay education. Please 
understand that ay pe* jonal philosophy in life is one of •'Pulling 
yourself up by the bootstraps." In other words if there is a 
situation that ic not to your liking , then change it. 

You aay say/think, well that is easier said than done. You 
are absolutely right! It takes a person with a lot of deterai- 
nation, tenacity, commitment, but aostly heart, to be able to 
overcome what at times aay seem to be insuraountable odds. With 
the support of family, friends and yes, the federal government, I 
was one of the fortunate ones who was able to enter and coaplete 
my education. Was it difficult? Yesl My personal opinion is that 
the difficulty did not coma about because of race, but rather 
because of a factor that does not know race, color, creed, national 
origin sex, or age* It is FINANCES. 

In retrospect, my family could easily be classified as the 
"working poor" - hardly enough money to sustain the faaily but too 
auch money to qualify for any type of government assistance. 
Therefore, ay choice wasn't whether I was going to attend Texas AIM 
UT, Texas Tech, Baylor or SMU, but rather would I able to attend 
at all. With that in aind, I an here to infora you that the next 
eight years were somewhat difficult for ay wife and ae, but not 
iapossible. I joined the Service and took full advantage of the 
Veterans Educational Assistant Prograa. After ay enlistaent, I 
married and continued on the road of higher education. I was 
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receiving my veterans assistance, drawing unemployment benefits, 
drawing a complete financial aid packet to include grants, loans, 
scholarships and college work-study. 

Did I enjoy or want to go through the lines, form, forms and 
more forms? Did I want to take on a debt, did I want to work? The 
answer is no, but because of my personal philosophy in life that 
I mentioned earlier in this letter, there was very little that I 
would not do to receive my degree I know that you would like for 
me to elaborate on what I just mentioned but I feel that there is 
an issue that is not being addressed, which is HCCS' Health Careers 
Program itself. 

Picture this, a young chicano/Hispanic person wants a medical 
career but cannot effort to attend a large university away from 
home. He ia informed that Houaton Community College haa a Health 
Careers Program specifically a Physical Therapy Program. This 
young student decides to go to the Eastwood Campus and take a look 
for himself. 

First of all, he is confused because this is a high school, 
not a college but the security guard informs him that HCC Health 
Careers Division is on the second and third floors. Okay, he 
thinks to himself, I can live with that* Upon entering the office, 
he notices that there are three separate departments located in one 
small area, staff and students are packed in together, tighter than 
sardines, people are discussing certain things in the hallway 
because there is no room in the offices. He is introduced to the 
Director of the Physical Therapy Assistant Program and she is 
sitting in a 5x5 cubicle that is jammed pack with an assortment of 
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educational material The staffs working areas do not fare much 
better. 

Now, the student is given a tour of the lab and what does he 
see but 35 people trying to learn in approximately an 800 square 
foot room. It seems that people are on top of people. Not to 
mention that in order to make room for these students, equipment 
is stacked on top of each other. It is not a very pleasing sight. 
He leaves some-what depressed and decided to work for a year, save 
up enough money and try to go to another university. 

I tried to paint a picture of facts. Please understand that 
this in no way indicates the lack of quality education given to us 
by staff, but it sure ties one leg and foot behind their back. sA 
a student, currently receiving no financial aid there are quite a 
few items that are lacking in HCCS' Health Careers Division, 
specifically the Physical Therapy Assistant Program: 

1. Adequate staffing to meet the needs of the students, our 
director is not only a director but also our teacher, mentor, 
counselor, advisor, disciplinarian, friend, foe and at times, our 
mother. This is an enormous amount of responsibility to handle for 
one person. 

2. Adequate space. Due to the limitation of space and 
staff, all of the potential students that could come into the 
program are not because the spacing does not allow for more than 
35 students per year. Adequate spacing also includes storage to 
be able to place all of the Physical Therapy Assistant Program 
equipment where one is not constantly tripping over each other. 

3. Updated equipment. We are in the middle of the World 
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Famous Houston Hedical Center, but yet our equipment is ancient 
according to medical standards. How can we expect our staff to do 
the best possible job with less than adequate equipment? 

in closing, I want to stress that the difficulty a student 
encounters is one of personal finances and the prestige of the 
school. Let us make HCCS a leader on community colleges throughout 
the county, state and country and not a younger brother/sister to 
other universities. We should be able to stand on our own and not 
in the shadow. 



ERIC 



Mr. Washington. Thank you, Mr. Gallegos. Mr. Davis? Mr. 
Garth Davis. 

STATEMENT OF GARTH DAVIS, PRESIDENT, UNIVERSITY OF 
TEXAS AT AUSTIN STUDENTS' ASSOCIATION 

Mr. Garth Davis. Mr. Chairman, members of the committee, I 
would like to sincerely thank you for allowing me to testify before 
you today. 

My name is Garth Davis, and I am the president of the student 
body at the University of Texas at Austin. I will be speaking on 
behalf of the students in the financial aid office at UT-Austin in 
expressing a concern for the financial aid at our institution. 

In beginning my testimony, I must assure you that I am well 
aware of the fiscal crisis our Nation is currently experiencing. Let 
me also assure you that I am aware of the Federal financial aid for 
students has risen dramatically since the Higher Education Act 
was made into law in 1965. Nonetheless, I must contest that Feder- 
al aid programs are currently inadequate. 

Of course, I am testifying before you today under the populist 
belief that every citizen should have an equal opportunity to seek 
higher education. Higher education is an investment in the social 
and economic well-being of the Nation. 

I have heard predictions that claim that by the year 2000, one 
out of every four jobs will require a higher education degree. If we 
do not ensure equal access to higher education, then our unemploy- 
ment rate will undoubtedly increase, which means that even 
though we saved money in student financial aid, we will lose it in 
welfare. 

Furthermore, many minority groups have been forced into low 
socioeconomic neighborhoods, and higher education offers the only 
way out. Equality will never be realized in this Nation unless we 
accept the fact that all citizens must be given an equal opportunity 
to attend institutions of higher learning. 

Finally, J t me add that higher education leads to a more educat- 
ed work foi which, in turn, leads to a more productive society. By 
increasing accessibility, we increase the number of educated work- 
ers, which consequently increases the tax base of the Nation. 

At UT-Austin, we do have a very low tuition rate, yet about 50 
percent of our student body is participating in some form of finan- 
cial aid, and recent studies show that we are still falling shorth- 
and, in my written testimony this is wrong. We have an unmet 
need right now of $22.3 million. 

Furthermore, as we speak, State legislators are meeting to pro- 
pose various tuition hikes. Our financial service director has made 
some preliminary estimates that show if tuition is raised to $32, 
and the TPEG set-aside becomes 20 percent of tuition, we will still 
experience a net increase in financial aid need of $831,000— that is 
unmet need. 

If tuition increases to $40, and TPEG set-aside becomes 20 per- 
cent, we will experience an unmet need increase of $2,398,000. I 
truly hope that there could be some effort to determine the unmet 
need of students in the Nation, and appropriations could be in- 
creased accordingly. 
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As I understand it, the amount of aid in the form of loans has 
increased tremendously, while Federal grants have increased only 
slightly since 1965. The Federal loan program is commendable; 
however, I feel that more emphasis should be placed on grants in 
the future. . . 

Many students have expressed to me reservations about applying 
for financial aid for fear that they will be paying off debts for 
many years to come. Debts that would increase even more as they 
enter graduate school. I do not have figures, but I would guess that 
the fear of going into debt would prevent many prospective stu- 
dents from pursuing higher education degrees. 

Students, especially minority students from low socioeconomic 
neighborhoods, face a great deal of stress in assimilating into insti- 
tutions of higher learning, and loans introduce a large burden on 
those who can least afford it. 

In a financial aid perspective paper written by officials on the 
UT campus, it is suggested that more grants be given, especially to 
undergraduates. It is also suggested that loan forgiveness be grant- 
ed to students, both minority and other aid recipients, that enter 
service professions such as health and education. 

Of course, loans will still be a part of Federal financial assist- 
ance, but loans should be given after academic success has been 
proven. Thus, failure will not lead to an indebted dropout, and the 
number of loan defaults will decrease. 

Students on the UT-Austin campus have complained for several 
years that the financial aid office is inefficient. Many students 
complain that it is impossible to get through to the office on the 
phone line, and others complain that it is difficult to arrange an 
appointment with a staff member. 

In addition, a standing committee reported that the office space 
was too small to house the staff. Problems with the financial aid 
office became such an issue on campus that they started appearing 
in campus political campaigns. Recently, the office was moved to a 
temporary larger site, and we are currently anticipating the build- 
ing of a new office. 

On the surface, these problems with getting financial aid seem to 
be caused by inadequate services rendered by the university, but I 
believe much of the problem lies in the difficulty of applying for 
financial aid. I have heard countless people complain that there 
are too many forms to fill out, and the forms are too complex to 
understand. 

It is no wonder to me that the phone lines are busy, seeing that 
there must be countless people calling with questions about the ap- 
plication process. The complexity and the number of forms requires 
large staffs and office spaces, which is an unnecessary burden on 
the university. 

Furthermore, prospective students who receive financial aid 
forms could understandably be so turned off that they decide not to 
attend college. We must remember that a poor student entering 
college is under a great deal of stress, and the added burden of de- 
ciphering the financial aid forms could force the student to recon- 
sider pursuing a higher education degree. 

The first step to simplifying the system would be to simplify the 
need analysis process. All the different financial aid programs have 
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different procedures for determining eligibility. The institutions, 
State agencies and Federal Government should work together to 
determine exactly what information should be required to establish 
need. 

The results can be used differently by different programs, but 
the simplified criteria could help create one standard form that 
would alleviate the complexity and help provide more efficient 
service. Moreover, reapplication for financial aid should be made 
easier for low income families, so that they do not have to repeat 
the process yearly. 

Finally, I would like to note that many students in high school, 
and especially in middle school, are unaware that they can receive 
financial aid. Programs like TRIO should be expanded to adequate- 
ly inform prospective students that they can pursue higher learn- 
ing. This would allow them to plan on a college career well in ad- 
vance of graduation. 

In closing, I would like to remind you that higher education is 
essential to the social and economic well-being of the Nation, and it 
is therefore essential that we make higher education accessible to 
all citizens of the USA. Higher education is an investment, not a 
liability. 

[The prepared statement of Garth Davis follows:] 
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Testimony By Garth Davis 

Members of the committee, I would like to sincerely thank you for allowing me to 
testify before you today. My name is Garth Davis, and I am the president of the student 
body at the University of Texas at Austin. I will be speaking on behalf of the students, 
and the financial aid office of UT-Austin, in expressing a concern for the status of 
financial aid at our institution. 

In preparing my testimony, I have talked with several students who have sought 
financial assistance. I have also conversed with the director of financial services, Pat 
Harris, who presented me with several papers regarding the Reauthorization act. In 
addition, I have reviewed a report of a subcommittee that investigated our financial aid 
office at UT. Hence, I hope that I will be able to adequately express the concerns of the 
students, as well as convey suggestions that our financial aid officials have with 
regards to the reauthorizing of the Higher Education Act of 1965. 

In beginning my testimony, I must assure you that I am well aware of the fiscal crisis 
our nation is currently experiencing. The state of Texas is in a four billion dollar 
budgetary shortfall, and the national debt is continuously increasing. Let me also 
assure you that I am aware that federal financial aid for students has risen dramatically 
since the HEA was made into law in 1965. Nonetheless. I must contest that federal aid 
programs are currently inadequate. 

Of course, I am testifying before you today under the populist belief that every 
citizen should have an equal oppo - unity to seek higher education. Higher education 
is an investment in the social and economic well-being of the nation. I have heard 
predictions that claim that by the year 2000. one out of every four jobs will require a 
higher ed. degree. If we do not insure equal access to higher education, then our 
unemployment rate will undoubtedly increase, which means that even though we 
saved money in student financial aid, we will lose it in welfare. Furthermore, many 
minority groups have been forced into low socioeconomic neighborhoods, and higher 
education offers the only way out. Equality will never be realized in this nation unless 
we accept the fact that all citizens must be given an equal opportunity to attend 
institutions of higher learning. Finally, let me add that higher education leads to a 
more educated work force, which in turn leads to a more productive society. In 
addition, by increasing accessibility we increase the number of educated workers, 
whic h consequently increases the tax base of the nation. 

At UT-Austin we do have very low tuition rates, yet about 50% of our student body is 
participating u^some form of financial aid, and recent studies shov that we are still 
falling about two million dollars short of satisfying the need on campus. Furthermore, 
as we speak, state legislators are meeting to propose various tuition hikes. Our 
financial services director has made some preliminary estimates that show that if 
tuition raises to $32 and TPEG funding becomes 20% of tuition, we will still experience 
a net financial need increase of $831,000. If tuition increases to $40 and TPEG set 
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aside becomes 20%, need could increase by $2,398,000. I truly hope that there could 
be some effort to determine the unmet need of students, and appropriations could be 
increased accordingly. 

As I understand it, the amount of aid in the form of loans has increased 
tremendously, while federal grants have increased only slightly since 1965. The 
ft Jeral load program is commendable; however, I feel that more emphasis should be 
placed on grants n the future. Many students have expressed to me reservations 
about applying foi financial aid for fear that they will be paying off debts for many years 
to come. Debts that would increase even more as they enter graduate school. I do not 
have figures, but I would guess that the fear of going into debt would prevent many 
prospective students from pursuing a higher education degree. Students, especially 
minority students from low socioeconomic neighborhoods, face a great deal of stress 
in assimilating into institutions of higher learning, and loans introduce a large burden 
on those who can least afford it. In a financial aid perspective paper written by officials 
on the UT campus, it is suggested that more grants be given, especially to 
undergraduates. It is also suggested that loan forgiveness be granted to minority and 
other aid recipients that enter services professions such as health and education. Of 
course, loans will still be a part of federal financial assistance, but loans should be 
given after academic success has been proven. Thus, failure will not lead to an 
indebted dropout, and the number of loan defaults will decrease. 

Students on the UT-Austin campus have complained for several years that the 
financial aid office is inefficient. Many students complained that it is impossible to get 
through to the office on the phone line, and others complained that it is difficult to 
arrange an appointment with a staff member. In addition, a standing committee 
reported that the office space was too small to house the staff. Problems with the 
financial aid office became such an issue on campus that they started appearing in 
campus political campaigns. Recently, the office was moved to a temporary, larger 
site; and we are currently anticipating the building of a new office. On the surface, 
these problems with getting financial aid seem to be caused by inadequate services 
rendered by the university, but I believe much of the problem lies in the difficulty of 
applying for financial aid. I have heard countless people complain that there are too 
many forms to fill out, and the forms are too complex to understand. It is no wonder to 
me that the phone lines are always busy, seeing that there must be countless people 
calling with questions about the application process. The complexity and number of 
forms requires large staffs and office space, which is an unnecessary bi 'den on the 
university. Furthermore, prospective students who receive financial aid forms could 
understandably be so turned off that they decide not to attend college. We must 
remember that a poor student entering college is under a great deal cf stress, and the 
added burden of deciphering the financial aid forms could force the student to 
reconsider pursuing a higher education degree. 

The first step to simplifying the system would be to simplify the need analysis 
process. All the different financial aid programs have different procedures for 
determining eligibility. The institutions, state agencies, and federal government should 
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work together to determine exactly what information should be required to establish 
need. The results can be used differently by different programs, but the simplified 
criteria could help create one standard form that would alleviate the complexity, and 
help provide more efficient service. Moreover, reapplication for financial aid should be 
made easier for low income families, so that they do not have to repeat the process 
yearly. 

Finally I would like to note that many students in high school, and especially in 
middle school are unaware that they can receive financial aid. Programs like TRIO 
should be expanded to adequately inform prospective students that they can pursue 
higher learning. This would allow them to plan on a college career well in advance of 
graduation. 

In closing, I would like to remind you that higher education is essential to the social 
and economic well-being of the nation, and it is therefore essential that we make 
higher education accessible to all the citizens of the USA. Higher education is an 
investment, not a liability. 

I hope I have given you a student perspective on the state of financial aid on the UT 
campus. I must admit that I was not sure of what I was supposed to testify about, and I 
have therefore left out a few facts and figures. If you have any questions I will be 
happy to answer them, and if I do not have the answer I would be happy to find it for 
you. Once again, thank you very much for allowing me to express my views before 
you. 
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Mr. Washington. Thank you very much, Mr. Davis. Mr. Ronnie 
Davis? 

STATEMENT OF RONNIE J. DAVIS, JR., PRESIDENT, COUNCIL OF 
STUDENT ORGANIZATIONS, PRAIRIE VIEW A&M UNIVERSITY 

Mr. Ronnie Davis. Thank you very much, Congressman Wash- 
ington, Congressman Jefferson. My name is Ronnie Davis. I am the 
president of the Council of Student Organizations at Prairie View 
A&M University. I thank you for having this opportunity to come 
before you to testify at these hearings. 

I would like to take this time to come at you from not a different 
angle, but in the same perspective, but I would like to get to— as 
my father would say — at the meat and the potatoes of the matter. 
And that being funding. 

One of the major concerns of higher education today is financial 
aid. Today, students base their decision on whether or not they go 
to college on how much financial aid they will receive. In my own 
opinion, I think this is very disturbing. 

If any person, regardless of race, creed, or sex with the mental 
capacity to perform on a college level and would like to attend col- 
lege, should, and more importantly, should have the necessary 
funds to get them through college. If not, the Federal Government 
should provide some type of financial assistance to help the student 
through college. 

And the help should not always be in the way of a loan. This 
leads me up to a major concern with all students, and that being 
budget cuts under Title IV of the Higher Education Act. 

Title IV has provided many students with the financial assist- 
ance needed to attend an institution of higher education. But with 
the proposed budget cuts, the number of students attending col- 
leges and universities will decline drastically. 

Upon my own conclusion, this will lead to a greater number of 
persons in the lower level work force and/or unemployment. And 
when I say lower level work force, I am emphasizing those who do 
not have a college education, or those jobs that would not require a 
college education. 

Either of the two, or both, will cause more problems for the 
United States as a whole in terms of our economy. In the lower 
level work force, you have people working sometimes 6 to 7 days a 
week, and 8 to 12 hours every day. Which means that, basically, 
they are working at an hourly rate for pennies. 

Our economy, basically, how it is run is on disposable income, as 
called by economists. And that disposable income makes up our 
economy. Whatever people have left over from after they pay their 
bills, that is more or less they call their spending money. They put 
that into our economy — disposable income— which makes our econ- 
omy flourish that gives it the rotation that it has. 

But without that disposable income, our economy is struggling. 
And in case of unemployment— if we have unemployment, that is 
real simple; no job no money. No money, struggling economy. That 
is why we need to make sure that those students who aspire to go 
to college have the necessary funds to do so. 
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Now, in terms of financial assistance, a question was raised in 
me. What can be done to assure that each and every student who 
qualifies for financial assistance has the necessary funds to attend 
college? 

The answer to that is to increase the maximum amount avail- 
able through Title IV to enable students who are qualified to re- 
ceive financial aid. These increases in funding should be through 
Pell Grants, Supplemental Education Opportunity Grants— that is 
SEOG— College Work-Study Grants, Perkins Loans, and Student 
State Incentive Grants. 

Over the past decade, the P«U Grant has declined in value by 16 
percent in cost of dollars, without cost of living adjustments being 
made. In contrast to the Pell Grant, student's loans grew through- 
out the 1980*8, from less than 20 percent to over half of all student 
aid. 

The number of loans have quadrupled in that time, and yet the 
percentage of academically competitive low income students has 
decreased in the 1980's by over 9 percent. 

At Prairie View, a total of 88 percent of the student body are on 
financial aid. Sixty-eight percent of all students are receiving aid 
authorized by the Higher Education Act, so if we were to cut that, 
we would be cutting our own throats. 

Half of our students who qualify for financial aid only receive 70 
percent of their financial aid. We have twice as much funding 
available through the Stafford Loan Program as we have through 
the Pell Grant Programs. 

This information tells me, in my own opinion, that one, the Pell 
Grant has weakened; two, the Pell Grant Program has not put into 
effect the cost of living adjustments with inflation; and three — and, 
most importantly — our students are becoming more dependent 
upon loans. 

But what can we do to turn this around? By making the loan 
programs the last viable means for financial assistance for quali- 
fied students. It is ever present that loans are becoming more and 
more the means of financial resources for students. Consequently, 
we are having significant loan default rates, particularly at minori- 
ty institutions that enroll many low income studeuts, such as Prai- 
rie View. 

Okay. What happens when students are not able to pay their 
loans? Then we have defaults. Now, you cannot even file bankrupt- 
cy. You might have to go to a loan shark, borrow from your sister 
or your brother. Things like that happen when you are not even 
paying back your loans; I know. 

Mr. Chairperson, Congressman Washington, at PV we have pre- 
dominantly a majority of black students. We also have— -as Presi- 
dent Becton says— we have Hispanic, white, Asian and so forth. I 
do not know every exact one. But we do not always attract the "su- 
perior intellects." 

We get the low income students, C, C+ average students— B — 
whose parents are usually middle class or low income. In my own 
studies getting my undergraduate degree in 1990, when I first at- 
tended Prairie View in 1986, I was on financial aid in which I did 
not even have to take out a loan. 



97 

But between 1986 and the fall of 1990, I owe $8,700 in loans. 
Now, I am trying to aspire myself toward graduate school. And I 
started in the spring; last spring. And between that and by the 
time I graduate from graduate school, who knows how much I may 
owe? Which means I am starting out in debt. 

And in terms of a young black man in corporate America, start- 
ing out in debt is going to hinder ma in me getting a job, and aspir- 
ing to be what I want to be. 

Also, in terms of graduate studies, I feel that there should be 
more financial assistance for graduate students other than loans, 
because— as I stated in my own opinion — low income students get 
these degrees and they go out into the work force, and most of 
them have to pay back loans. 

They do not want to go to graduate school because of the simple 
fact they know they will have to take out a loan or find another 
way to pay it back, which they do not have. We have a lot of bril- 
liant minds who come from low income housing, such as Mr. Thur- 
good Marshall. 

He came— his family was not rich. He started out poor, worked 
his way up, as also with the nomination for the Supreme Court 
Justice Thomas. He did not start out in a middle class family. He 
started out— from what I was told— from the backwoods, no bath- 
room in the house, things of that nature. 

But in rounding this all up, in my conclusion, I ask that you allo- 
cate more funding toward Pell Grants, less toward loans, and that 
these grants be adjusted for inflation by cost of living standards. 

Also, I ask that you would take into consideration that by in- 
creasing emphasis on student loan programs, you are creating a 
significant financial burden not only on the student, but on the 
government and banking institutions in administering these loans 
as well. 

Thank you. 

[The prepared statement of Ronnie J. Davis, Jr. follows:] 
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Mr. Chairman and Mewbera of the Subcommittee on 
Poataecondary Education , I am glad to have the opportunity to 
apaak to you today about the reauthorization of the Higher 
Education Act . Z aa Ronnie J. Davie Jr. , President of the 
Council of Student organization at Prairie View AIM university, 
1 would like to apeak not only on behalf of the atudent body at 
Prairie View A6H University, but all atudenta who attend 
inatitutiona on higher education, whether it be an Ivy league 
echool, or schools auch as Prairie View A6M Univeraity, one of 
the 35 Historically Black Colleges and Univereitiee. (HBCUs.) 

one of the major concerns of higher education today is 
financial aid. Today, atudents base their decision of whether or 
not they will go to college, on how much financial aid that they 
will receive. in ay own peraonal opinion, I believe that this 
is disturbing* if any person, regardless to race, creed, or aex, 
with the metal capacity to perform on college level, and vould 
like to attend college should, and more importantly have the 
neceaaary funda to get them through college. If not, the 
federal government should provide some type of financial 
assistance to help that atudent through college; And that help 
shouldn't always be in the way of a loan. This leads me up to 
the aajor concern of all students, and that being budget-cuts 
under Title IV of the Higher Education Act. 

Title IV haa provided aany students with the financial 
assistance needed to attend at inatitution of higher education* 
But with the proposed budget cuts, the number of atudenta 
attending collagen and universities, will decline drastically. 
Upon my own conclusion, this will lead to a greater number of 
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parsons in the blue collar, fast-food, lower-level hotel-tourist 
work force (thoss jobs that do not roquirs a college educstlon) 
end/or unemployment. Either of ths two or both, will cause more 
problaas for tha United states. Thoss in tha blua collar , low- 
laval hotel-tourist work fo<;oe, work long hours; 6 sometimee 7 
days a we**, ars paid on an hourly rata. Aftar they're attempted 
to aaat thair monthly axp*;>sec, they have vary little money left. 
Our econoey, aa shown below, thrives off these "left over fund*" 
known aa "disposable Income", 

[cHfcR Ixul — HB 5§bb8 
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But without any disposable income one cannot spend, and without 
epending by oonsumere, results win show a struggling eccnomy. 
wy underefcandlng of unemployment ia clear and simple; Mo Job. ..Mo 
Money! which puts thoaa unemployed looking toward the feieral 
government for help. Za this what we really want to happen? Z 
would hope not. That is why I feel it neoeasary for us in ths 
academic world to do something to control this problem, fe need 
to inaure persons who asplrs to attend any institution of higher 
education, haa tha financial raaourcea to do so. That ia why 
Title IV la a major concern to every etudent acroar, the nation. 
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tfhit sin bt dona to iiiiiki tosA ftiob art duo stkdmat aba 

l. aggtaaa fcht ■axIbub a^n*^ iuiliblo ttamgfa xifcla XX to 
gnahi i itoflinto vHa ia guaiULUd to ksqsIvs financial liA*. 
These incrssses in funding should com through Pell Grants, 
supplementel Education opportunity Grants, college Work Study 
Grants, Perkins Loans, end 3ttts Studsnt Xncantivs Grants. Over 
thtt past decade ths Poll Grant has declined In vslus by 16% in 
constant dollars, without oost -of -living adjustments being made. 
In contrast to the decline in pell Grants, students loans grew 
throughout the go's from less than 201 to over half of all 
itudent aid. Ths number of loens given have quadrupled in that 
time, and yet the percentage of academically competitive, low- 
in com studenta has deoressed An ths ao's by over 9%. (Charles 
Saunders, ACS Recommendations June 25, 1990.) 

At Bald* Um* aim uataciit^ 

•A total of aa% of the students are on financial aid. 
-<•% of mil students sro receiving aid authorised by the 
Higher Education Act. 
•20% receive eid fros other sources. 

-Half of our students who qualify for financial aid, only 
receive 70% of their financial need* 

•He have twice as much funding available through the 
Stafford Loan Program as we have through the pell Grant 
Progress. 
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j.ziki into Boofiunt tut fJaiaciaj mubb ot Mtaautimi UmLUm* a* 
*au at ttelc iDUMl laaatt mua leakim At guUflBAtA flM for 
nn i n fil l 1 AifL tow-inceaa fuillM hava immt overall financial 
raaourcaa to draw upon than alddla-lncoaa faailiaa. if this 
diatinotion la not aada, thara is • dangar of incraaalng tho 
mmto#r ot »l*«l«-inooM atudant grants at tha axpanaa of granta 
• for poorer student a. 

Xhla inforM^iftfi talla ua thali 
~W»a Pall Grant baa vsakan. 

-ma Pan orant Prograa haan't put into iffsct the ooat- 
of -living adjuatMPt. 

-Our atudanta ara booming aora dapandent upon Stafford 
Loana, 



But bast sad ma tucn talA ■round? 

LUX* thA leu EcfisraAA ua laat xUULm aaaoa lac finance 
AfAiAtinCA tax ouALitlafl atudanta* Xt la avar praaant that loana 
ara bscoalng aora end Mora tha aaana of financial raaources for 
atudanta. Oonaaquantly, wa ar« having algnlfloant loan dafault 
rataa, particularly at minority inatitutiona that anroll many 
low-in«oao atudanta. (atudanta borrow ovar fio billion aaoh yaar, 
and in i»a», loan dafaulta eonatitutad ovar 96 billion.) Aftar 
graduation, aoat atudanta aran't abla to find a job quickly or 
ona that paya good. Mum tula happana, atudanta aran't abla to 
pay back thalr loana. In othar inatanoaa, nawly wad ooupiaa that 
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recently graduated, after both took out loans during collage, find 
it hard tr are not abl« to pay the loana back. They're not able 
to beoausi of the fact that they're just starting out, along with 
trying to survive day to day living expenditure*. The burden is 
•specially difficult for Minorities from low-income backgrounds, 
who obviously have a harder time gaining employment to repay 
these loans. What we need to do is put more funding into Pell 
Grants and less into loans* 

2. Malt* lain ramymant options mora flexible zf the intereet 
payments on the loans were lower it would enable more students to 
rep^y the loans. Also, in the event that students aren't able to 
pay tack their loans, some other viable option should be looked 
at suchas, volunteer ssrvioea in a federally funded program. 

in conclusion, x ask that you allocate more funding toward 
Fell Grants, and that these grants be adjusted for inflation by 
coat -of -living standards. Also, x ask that you would take into 
consideration that by increasing emphasis on student loan 
rrograms, you ar« creating a significant financial burden not 
only on the student, but on the government end banking 
institutions in administrating these loans ss well. 
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Mr. Washington. Thank you very much, Mr. Davis. Thank all of 
you again for your testimony. Congressman Jefferson has com- 
ments and questions. 

Mr. Jefferson. Well, frankly, you have done a fine job, coming 
from different starting points, in getting information over to this 
committee, and I really appreciate it. Each f you has had an expe- 
rience, while it is similar, it is really dissimilar in many respects. 

And it is this kind of diverse expression of opinion that is most 
helpful to me. And I think, speaking for the rest of us who are 
trying to examine these issues, for all of us. 

Congressman Washington has said it, I suppose, as well as it 
needs to be said that our work is not for the universities, for the 
teachers, for the librarians and the rest, as such. It is principally to 
assist those who are aspiring for an education to attain one, and to 
give them the support they need to be successful. 

And so it is for the students that these enactments are proposed 
and carried forth. And this whole business about reauthorizing the 
Higher Education Act ought to be aimed at how do we make it 
work better for each of you. 

What runs as a common thread through your testimony is this 
issue of cot;. The cost of higher education is going up and up and 
up. And it further strains the issue of financial aid. If the aid kept 
up with the cost, in would be helpful, but we are learning now that 
costs are going to go up even more. 

And as we look within the context of what is being proposed by 
the administration, they want to have what they call a partnership 
for certain programs between the universities and the Federal Gov- 
ernment; having the States put up more money. When you know, 
as a matter of fact, that if the State does that, and the State needs 
more money, it comes out of the pockets of students and parents in 
the form of tuition. 

And so, it is a shell game, really. And it is a very disturbing 
problem because, in the end— as Mr. Davis and Mr. Davis have 
pointed out— we are going to end up with fewer people having 
access to college, and with people making less than the career 
choices they want to make, and even perhaps deferring or not 
going to graduate school, if they should want to, because of a con- 
cern over indebtedness. 

So I just want to not ask questions but to thank you for what you 
have done for this community and tell you how important your 
work is to us today, and how helpful it has been to me. So I would 
like to thank each of you for what you are contributing this morn- 



Mr. Washington. There is nothing to be added to that eloquent 
statement. Thank you all very much for your testimony. May we 
encourage you to continue your pursuits of education directly and 
indirectly, and also to encourage the many young people you know 
that are out there from age 50 to age 18 to get involved in educa- 
tion and do all that they can. 

Let them know that help is on the way. Thank you very much 
for your time. 

I would like to call the third panel up so that they can take their 
seats and be prepared to testify. 
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The subcommittee will come to order. Without objection, the pre- 
pared statement of Dr. Herbert Hayre, National Education Associa- 
tion, will be made a part of the record. 

And I am told by my dear friend and counsel that we should at 
this time also introduce into the record the statement of the Hon- 
orable WUhelmina Delco, Chairman of the House Committee on 
Public Education and Speaker Pro Tern of the Texas House of Rep- 
resentatives, and that of Mr. Jimmy Parker, Texas Association of 
Student Financial Aid Administrators. 

These matters are included in the record without objection. Dr. 
Hayre? 

STATEMENT OF HERBERT HAYRE, NATIONAL EDUCATION ASSO- 
CIATION; PRESIDENT, TEXAS FACULTY ASSOCIATION; AND 
PROFESSOR OF ELECTRICAL ENGINEERING, UNIVERSITY OF 
HOUSTON 

Mr. Hayre. Mr. Chairman, it is my pleasure to be here, and I 
appreciate your inviting us. I am a professor of electrical engineer- 
ing at the University of Houston, the president of Texas Faculty 
Association, and member of the National Education Association 
Council on Higher Education. 

I appreciate this opportunity to comment on an issue of tremen- 
dous importance to the future of our Nation: the reauthorization of 
the Higher Education Act. The Higher Education Act is the corner- 
stone of our national postsecondary education policy. 

It helps extend education opportunities to millions of young 
Americans. It helps keep America competitive, and helps improve 
the quality of life for all Americans. 

My experience on the Hill shows that there at least a dozen com- 
mittees trying to get competitiveness on the go, and it is quite 
amazing when it comes to education, which is the basic building 
block, we are wondering how to divvy up maybe less than a billion 
dollars. It is somewhat shocking. 

Over the 20th century, the pace of change has accelerated. Tech- 
nological achievements, scientific discoveries, and social changes 
have transformed the world, and nothing suggests that the pace of 
change will abate in the near future. 

On the contrary, as we enter the 21st century it appears that 
dramatic technological, political and social changes will take place. 
America and Americans cannot nor do we wish to arrest or slow 
this transformation. 

We must take steps now to assure that we are active participants 
rather than observers. A manufacturing society rather than a serv- 
ice society. A Nation which can compete with any segment in the 
world. 

Our counterparts and contemporaries around the world are not 
standing by waiting for us to set the direction of intellectual en- 
deavor, technological innovation, or economic development. Indeed, 
our strongest allies are also our competitors. The United States 
must adapt to this environment. 

We must develop the means to increase our economic vitality 
and enhance participation in our democratic institutions, and work 
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shoulder to shoulder with our longstanding friends, emerging de- 
mocracies, and developing nations to address the challenges ahead. 

Federal involvement in postsecondary education helps make that 
possible. In fact, I must say that the National Science Found*+ion 
is spending roughly $100 million on promoting math and science 
amonff minority and women. 

If this program— the way administration proposes— is curtailed, 
would negate that. The Academy of Sciences savs that we are going 
to be half a million people short professionally, and here we are 
not able even to fund the program at the 1980 level. 

And in Texas, we have been buffeted by a series of economic 
challenges, a decline of both energy and agricultural sectors of the 
economy, and the collapse of the savings and loan industry, and 
the effect of national recession. 

In addition, the Court-ordered restructuring of the school finance 
formula for the elementary and secondary schools has exacerbated 
the economic pressures that determine what resources are avail- 
able for postsecondary education. 

Tuition at State-supported postsecondary institutions are expect- 
ed to double by the fall of 1991, as we read in the papers over the 
weekend, intensifying pressure on many postsecondary students 
and prospective students, particularly those from low and middle 
income families. 

Texas and its people are leaders in the U.S. today. Our State has 
many nationally and world-renowned postsecondary educational in- 
stitutions, including the University of Houston. And of course, we 
are proud of the Texas Southern University. 

Congressman Washington, you and Mickey Leland were the 
two— not only the two, but one of the very many— leaders who 
were produced on this campus. And if this aid was cut, I would not 
be a bit surprised if most of the students at Texas Southern Uni- 
versity used this aid because of economic necessity. 

Therefore, we appreciate the role that the Federal Government 
has played in making these achievements possible. Without Feder- 
al student financial aid, and other postsecondary programs, we 
would be hard pressed to maintain these accomplishments, and yet 
cannot, as a State or as a Nation, afford to stand still. And this will 
be apparent when I present the numbers in a minute. 

We must continue to build and to grow in order to survive. Were 
it not for college work study programs, some 1,000 students at the 
University of Houston alone could not afford to enroll. 

And I was impressed with our forefathers who taught us the 
value of work. Here, we are telling the students that there shall be 
no more work study program. This runs contrary to the very basic 
American apple pie. It makes absolutely no sense. 

Instead of cutting work study as the administration proposes, we 
hope that the committee will recommend to double it. Such a cir- 
cumstance would be devastating for our economy and our individ- 
ual ambitions that would be denied. Of those 1,000 students I men- 
tioned, some 50 percent are minorities— black and Hispanic and 
Native Americans. And 42 percent are single parents. Where are 
we going if we cancel these programs? 

By assisting students from low income families achieve their 
dreams, what we do moie than improve the economic standing of 
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individuals, we enrich the lives of every American. Even though 
Federal student financial aid has helped reduce barriers to postsec- 
ondary education over the past two decades and more, family 
income is still a primary determinant in the postsecondary enroll- 
ment. 

Youth from families with incomes of more than $50,000 are four 
times more likely to attend college than those from families with 
incomes below $15,000. This should not happen in America. 

Moreover, despite dramatic increased in high school completion 
rates for blacks and Hispanics over the past 20 years, only 31 per- 
cent of blacks from 18 to 24 years age group, and only 29 percent of 
Hispanics in that age group are enrolled in the postsecondary edu- 
cation, compared to 40 percent of the white youth 

These trends have tremendous consequences for both future eco- 
nomic attainment and social justice. Federal student aid programs 
have fallen far short of the need. The /erage Federal student aid 
award fell — and, I underline the word tell — from almost 80 percent 
of the average cost of attendance by the mid 1970's to 60 percent in 
1980-81, and to 40 percent in 1989. This is incredible. In other 
words, something is out of whack. 

Moreover, many young people forego postsecondary education in 
order to avoid beginning their work lives with an insurmountable 
debt. You heard from the students, and I meet them every day. 
They leave universities with something like $10,000 minin.am debt 
before they get out. And if they are in professional schools, they 
are up to $23-, $25-, $30,000 debt. So it is quite a burden. 

Total Federal postsecondary student aid declined by 3 percent in 
constant dollars between 1980 and 1989. I repeat, total Federal 
postsecondary aid declined by 3 percent in constant dollars be- 
tween 1980 and 1989. Absolutely unacceptable. 

More alarming, total spending for postsecondary education plum- 
meted by more than 24 percent over the decade of the 1980*8, after 
accounting for inflation. Fully funding Pell Grants would cost some 
$7.6 billion in the fiscal year 1992, an increase of $2.2 billion over 
the fiscal year 1991. 

Restoring funds to Supplemental Educational Opportunity 
Grants would require an increase of $170 million over the fiscal 
year 1991 spending level. Bringing college work study back to the 
1980 level — mind you, back to the 1980 level— would require an in- 
crease of $359 million. 

I added these three figures up. They come out to less than the 
cost of eight B-52s, which do not work. And they are not defensi- 
ble. I am a radar man, so I can tell you that. 

Congress must authorize and appropriate funds sufficient to 
assure that no qualified student is denied access to postsecondary 
education. The surest way to do that is to establish Pell Grants as 
a Federal entitlement program, so we cannot play budget games 
with it every 2, 3 years with every different President. 

Increase the maximum allowable Pell Grant, and raise to 75 per- 
cent the percentage of allowable costs Pell Grants can cover. At the 
same time, middle income families are increasingly hard-pressed to 
meet college costs. Costs of attendance at a 4-year public college 
rose five times as much as the median family income. 



108 



Let me say that again. Costs of attendance at a 4-year public col- 
lege rose five times as much as the median family income between 
1980 and 1988. And yet, these programs were dropped. Private uni- 
versities and college costs rose more than six and a-half times as 
much. 

The National Education Association urges Congress to eliminate 
the assessment of home or farm equity in the calculation of the ex- 
pected family contributions, and allow those from families with an 
mcome up to $45,000 to receive some Pell Grant assistance. 

I must say, at this time, the administration's proposal of $10,000 
income, if you do a little simple calculation, comes out to be a $5 
an hour wage for one family member. For a single parent family, 
which we have 26 million of them, they cannot pay the child care 
and have a full-time job and ever improve their skills, it is a dead- 
end situation. 

I think somebody in the office of budget management is not 
aware of the real world outside. The resources must also be direct- 



students aware of postsecondary financial aid, and provide identifi- 
cation, counseling and tutoring programs to help assure that indi- 
viduals make full use of their abilities. 

The NEA believes every effort should be made to identify and 
assist students to assure that they are prepared and able to attend 
college. In addition, Congress should take into account the needs of 
part-time students, a very growing segment of our population, 
adults, single parents, and others in the developmental Federal stu- 
dent aid and related programs. 

The process for applying for Federal postsecondary student aid is 
needlessly complicated and redundant. It makes no sense to require 
families who have proven that they are poor to do so repeatedly. 
Incidentally, I tried to help this student fill a form out. It took me 
literally 2V2 hours to figure out what in the world they were 
asking. 

There is a booklet ten pages thick. It is worse than the IRS. The 
procedures may be themselves discouraging many families from 
pursuing financial aid and denying students academic opportunity. 
We recommend the adoption of a single need analysis system— I 
hope one page— rather than a four-page summary. 

And the elimination of the fee for the application. In addition, 
we urge Congress to allow students from families receiving food 
stamps or aid to families with dependent children to be considered 
automatically eligible for the maximum Pell Grant and other stu- 
dent aid, and create a simplified procedure for reapplication. 

Default rates for the Federal student loans are totally unaccept- 
able. I do not want to go into the details, but you know fully well 
where they are coming from. It is not happening in the major insti- 
tutions of higher learning. Because the amounts students are re- 
quired to borrow have become excessive. 

Appropriate levels of aid and grant for low income students 
would help lead to fewer defaults. And more stringent standards 
must be established to determine institutional eligibility for Title 
IV programs. 

N.E.A. has made a number of detailed recommendations about 
the administration of the Stafford Loan Program in comments sub- 
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mitted at the request of the subcommittee, which I think are on 
your records there. I refer you to those recommendations and urge 
you to consider them for adoption. 

Federal support in postsecondary education, involvement assist- 
ance and resources play an integral part in our ability to address 
the challenges as a country. NEA is committed to assist you in 
your critical task of shaping a Higher Education Act reauthoriza- 
tion that will strengthen our Nation's ability to meet the future. 

I want to add just one more comment. If this great Nation of 
ours can spend $65 billion to liberate Kuwait, we definitely need to 
liberate about 40 percent of our population with better education. 
It should be the same priority. It is about time that we paid atten- 
tion at home as well. 

Thank you. 

[The prepared statements of Herbert Hayre, Hon. Wilhelmina 
Delco and Jimmy Parker follow:] 
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Mr. Chairman and Members of tha Suboommlttaa: 

I am Harb Hayra, a profaaaor of alaetrtoal anginaaring at tha 
Univerelty of Houston, praaidant of tha Taxaa Faculty Association, 
and a mambar of tha National Education Aaaoclatlon'a Committaa 
on Hlghar Education. I appraclata this opportunity to comment, 
on behalf of NEA, on an iaaua of tramandoua Importance to tha 
futura of our nation: tha reauthorization of tha Higher Education 
Act. 

Tha Higher Education Act la tha cornerstone of our national 
postsecondary education policy. Included in the Act are programa 
that extend educational opportunities to millions of young 
Americans and programs that help keep America competitive in 
technological development and every other aspect of intellectual 
endeavor. The Act Includes programs that help improve the 
quality of teacher preparation and professional development and 
programa that support scholarly research that improves the 
quality of life for all Americana. 

Student Financial Aid 

Among tha most critical Issues involved in this proposed 
reauthorization are those related to postsecondary student aid. 
Even though federal student financial aid has helped reduce 
barriera to postsecondary education over the past two decades 
and more, much more needs to be done. 

Family income is still a primary determinant in 
postsecondary enrollment Youths between the ages of 18 and 24 
from families with Incomes of more than $50,000 are four times 
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mort likely to attend college than those from families with incomes 
below $15,000. Moreover, despite dramatic increases in high 
school completion rates for Blacks and Hlspanics over the past 20 
years, only 31 percent of Black 18- to 24-year-olds and 29 percent 
of Hispanic youths are enrolled in postsecondary education, 
compared to almost 40 percent of white youth. These trends have 
tremendous consequences for both future economic attainment 
and social justice in the U.S. 

Federal postsecondary student aid, including Pell Grants, 
Supplemental Education Opportunity Grants, College Work-Study, 
and Stafford Loans play an essential role in the vitality of our 
postsecondary Institutions and the access to economic 
opportunity for American youth. Pell Grants alone represent some 
15 percent of the tuition income of the nation's colleges and 
universities. And the opportunity to attend postsecondary schools 
has vastly expanded the nation's vital intellectual and human 
resources. 

And yet, federal student aid programs have fallen far short of 
the needs. The average federal student aid award fell from almost 
80 percent of the average costs of attendance by the mid-1970s to 
around 80 percent in 1980-81. By 1989-90, the average financial 
aid package paid less than 40 percent of the average costs of 
attendance at a college or university. Moreover, during the 1980s, 
the balance of the average student aid package shifted 
dramatically from 60 percent in grants and 40 percent in loans at 
the beginning of the 1980s, to 40 percent in grants and 60 percent 
in loans by the close of the decade. As a result, many young 
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people havt chosen to forgo postsecondary education in order to 
avoid beginning their working lives with a seemingly 
insurmountable personal debt. 

According to the College Board, total federal postsecondary 
student aid declined by 3 percent in constant dollars between 
1980 and 1989. More alarming is the recent Department of 
Education report which found that total spending for 
postsecondary education plummeted by more than 24 percent 
over the decade of the 1 980s, after accounting for inflation. 

A recent report by NEA projects what it would cost to fund 
Pell Grants for all eligible students at the FY91 maximum allowable 
grant ($2,400), as well as to restore Supplemental Educational 
Opportunity Grants and College Work-Study to the FY1980 levels, 
after accounting for Inflation. Fully funding Poll Grants would cost 
some $7.8 billion in FY92, an increase of $2.2 billion over the FY91 
level. Restoring funds to funding SEOG would require an increase 
of $170 million over the FY91 spending level of $540 million. 
Bringing College-Work-Study back to its 1980 level would require 
an increase of $359 million above the FY91 appropriation of $595 
million. 

NEA urges the Congress to authorize and appropriate funds 
sufficient to assure that no qualified student is denied access to 
postsecondary education on the basis of financial need and to 
Include in this reauthorization provisions to: 

o establish Pell Grants as a federal entitlement program; 
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o IncrtaM the maximum allowablt Poll Grant to $4,300 in 

Fiscal Ytar 1992, with a $200 a yaar increase in each 

subsequent year; 
o raise to 75 percent the percentage of allowable costs Pell 

Grants can cover; and 
o set more realistic cost-of-attendance figures for room and 

board. 

Assistance for Middle Class Families 

While the focus of federal student aid programs must be on 
helping low-Income students, middle-income families are 
increasingly hard pressed to meet college costs. According to the 
College Board, costs of attendance at a four-year public college 
rose five times as much as median family income between 1980 
and 1988. Private school costs rose more than six and one-half 
times as much over the same period. 

To address the needs of students from middle-income 
families, NEA urges Congress to include in the reauthorization 
provisions to: 

o eliminate the assessment of home or farm equity in the 
calculation of expected family contributions for families with 
incomes below $40,000; 

o increase the Pell Grant awards that moderate-income 
students receive and allow those from families with incomes 
up to $45,000 to receive some Pell Grant assistance; and 
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o provide modMt increases in Stafford Loans, Supplemental 
Loans for Students (SLS), and Parent Loans for 
Undergraduate Students (PLUS). 

Increasing Early Intervention Effort* 

As Americans read the newspsper and see on television 
alarming reports on the riss in the costs of postsecondsry 
education, too many students see college as a drssm far beyond 
their reach. As a result, many students abandon the ides of 
attending college or pursuing a college preparatory track as early 
as their middle school ysars. 

A number of programs included in the Higher Education Act 
are designed to help make students aware of postsecondsry 
financial aid and provids identification, counseling, end tutoring 
progrsms to hslp kesp the dream alive. These programs are 
essential to assurs that our nation makss full use of its human 
resources end thst Individuals make full uss of their intellectual 
abilities. 

NEA believee these programs, most targeted toward 
particular student populations, should be extended end 
sxpsnded. But in addition, we believe every effort should be made 
to identify and assist students to assure they sre prepared and 
able to attend college. 

NEA recommends the Higher Education Act include 
provisions to: 

o establish statewide early intervention programs; 
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o expand the Special Programs for Students from 
Disadvantaged Backgrounds (TRIO) to double the number 
of students served and to involve postsecondary faculty in 
mentoring programs; 

o establish a Student Counseling and Assistance Network 
(SCAN) that would provide training for school counselors, 
create a national database on financial aid options, and 
publicize financial aid programs; 

o create a demonstration program similar to the "I Have A 
Dream Foundation" which guarantees tuition assistance and 
helps assure students are qualified to be accepted in 
postsecondary institutions; and 

o direct a portion of College Work-Study funds be used to 
support mentoring programs for disadvantaged youth. 



Emmlng Nnntradltlonal S tudents Ara Sarved 

Increasingly, colleges and universities include significant 
numbers of "nontraditlonar students, those who have chosen to 
pursue postsecondary education as adults or who elected to 
enhance their knowledge and skills in order to be more successful 
in their work or to change careers entirely. Many of the existing 
federal financial aid programs were designed to assist students 
who enroll just after high school and complete their 
undergraduate education in four years. 

NEA believes the Higher Education Act should take into 
account the growing number of "nontraditlonar students, 
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including part-time students, adults, single parents, and others. 
We recommend the Act include provisions to: 

o maintain Pell Grant eligibility for less than half-time students; 

o increase the allowance for child care costs in determination 
of a Pell Grant to $3,000 per dependent; 

o modify the eligibility formula to take into account such 
factors as welfare income, precipitous drop in Incomes for 
those enrolled in school compared to previous years, and 
assuring that student aid is not counted as income in 
eligibility standards for food stamps, welfare, or other federal 
assistance programs', and 

c r iquire that institutions provide at least 10 percent of their 
campus-based aid funds for part-time students; 

Simplifying the Financial Aid Prolan 

NEA believes that the current process for applying for 
federal postsecondsry student aid is intrinstlcally daunting and 
needlessly complicated and redundant. At present, students must 
fill out a multiplicity of complicated forms each year that they 
apply. It makes no sense to require families who have proven they 
are poor to do so repeatedly. The complicated nature of these 
procedures may, by themselves, discourage families from 
pursuing financial aid and deny students academic opportunity. 

We recommend the adoption of a single financial aid needs 
analysis system and the elimination of the fee structure for 
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application. In addition, we urge Congress to include provisions 
in the reauthorization to: 

o allow students from families receiving food stamps or Aid to 
Families with Dependent Children to be considered 
automatically eligible for the maximum Pell Grant and other 
student aid; 

o create a simplified procedure for reapplication after initial 

determination of eligibility; and 
o clarify the definition of independent students. 

Reducing Lo an Defaults 

Without question, default rates for federal student loans are 
totally unacceptable. And yet, default rates have become so high 
precisely because the amounts students are required to borrow 
have become excessive. A recent study by the U.S. Department of 
Education revealed that between 1977 and 1986 the median debt 
levels of college graduates increased by 33 percent in constant 
dollars. Appropriate levels of aid in grants for low-income 
students would help lead to fewer defaults. And more stringent 
standards must be established to determine institutional eligibility 
for Title IV programs. 

Congress must be careful, however, in addressing the 
default rate to assure that it does not limit access to 
postsecondary education for any qualified student. 
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NEA has made a numbar of dstailad recommendations about 
the administration of the Stafford Loan program in comments 
submitted at the request of the Subcommittee. I refer you to those 
recommendations, and urge you to consider them for adoption. 

Impact on Texas 

The State of Texas has been buffeted by a series of 
economic challenges: the decline of both energy and agricultural 
sectors of the economy, the collapse of the savings and loans 
industry, and the effects of the national recession. In addition, the 
court-ordered restructuring of the school finance formula for the 
elementary and secondary schools has exacerbated economic 
pressures that determine what resources are available for 
po8tsecondsry education. 

Tuition at state-support postsecondsry institutions are 
expected to double by the fall of 1991, intensifying pressures on 
many poatsecondary students, and prospective students, 
particularly those from low- and middle-income families. 

Texas and its people are leaders in the U.S. toouy. Our state 
has many nationally and world-renowed postsecondary education 
institutions, including the University of Houston. In addition, we 
have an extensive network of community colleges throughout the 
state that make educational opportunities accessible to thousands 
of Texans from all walks of life. 

We appreciate the role the federal government has played in 
making these achievements possible. Without federal student 
financial aid programa, as well as programs to strengthen 



ERIC 



120 
10 

institutional vitality, we would ba hard-pressed to maintain these 
accomplishments. And yet, we cannot, as a state or as a nation, 
afford to stand still. We must continue to build and to grow in 
order to survive. 

Were it not for College Work-Study programs, some 1 ,000 
students at the University of Houston alone could not afford to 
enroll. Such a circumstance would be devastating for our 
economy and for the Individual ambitions that would be denied. 
Of those 1 ,000 students, some 50 percent are minorities: Black, 
Hispanic, and Native American; some 42 percent are single 
parents. 

College Work-Study is but one of the essential programs. 
Pell Grants, Supplemental Education Opportunity Grants, State 
Student Incentive Grants, and the Stafford Loan Program provide 
a network of support and assistance that enhance our nation's 
ability to remain competitive in a world economy. And by 
assisting students from low-income families achieve their dreams, 
we do more than improve the economic standing of individual 
families. We enrich the lives of every American. 

Conclusion 

Over the 20th century, even in our lifetimes, the pace of 
change has accelerated. Technological achievements, scientific 
discoveries, and social changes have transformed the world, and 
innovations in communications and transportation have brought 
us ever closer together. At present, nothing suggests that the 
pace of change, innovation, and development will abate in the 




1 * 

A. ^ 



(I 



121 



11 

development will abate in the near future. On the contrary, as we 
enter the 21st century, It appears that dramatic technological, 
political, and social changes will continue. 

Americans cannot, nor do we wish to arrest or slow this 
transformation. But we must be careful that we continue to be 
active participants, rather than observers. 

Our counterparts and contemporaries around the world are 
not standing by waiting for us to set the direction of intellectual 
endeavor, technological innovation, or economic development. 
Indeed, our strongest allies are also our competitors. The United 
States must adapt to this environment. We must develop the 
means to increase our economic vitality and enhance participation 
in our democratic institutions, and work shoulder to shoulder with 
our longstanding friends, emerging democracies, and developing 
nations to address the challenges that face us all. 

Federal support in postsecondary education - involvement, 
assistance, and resources - play an integral part in our ability to 
address those challenges. NEA is committed to assist you in your 
critical task of shaping a Higher Education Act reauthorization that 
will strengthen our nation's ability to meet the future. 

Thank you. 
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INTRODUCTION i Subsequent co an 18-month study of the proprietary 
school industry *n Texas, the Joint Interim Committee on 
Proprietary Schools submitted, to the 72nd Legislature , a 
300-page report, and a 165-page bill to address the 



submitted to you today to supplement this oral presentation. In 
the course of our deliberations as a Committee, which included 
eight public hearings, visits to fourteen proprietary schools in 
four regions of the state, and a review of over 200 written 
documents on the subject of proprietary school regulation, the 
Committee focused on three major components for success in 
postsecondary education, "access, achievement, and 

accountability". We evaluated the responsibility of institutions 
to provide access to education; we traced the subsequent 
achievement of those trained to garner productive employment; and 
we examined the accountability of schools in their management 
capacity and the status of their financial apparatus, and of 
governing bodies in their oversight and regulatory functions. The 
thrust, of the report and resulting legislation is two-fold: one, 
to implement Mbnsures to reduce the spiraling default rates 
germane to the guaranteed student loan program; and second, to 
augment the consumer protection and program quality 



recommendations in the report . 



Both of those documents are 
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responsibilities of proprietary schools and licensing and 
regulatory agencies. 

DEFAULT REDUCTION: Most of the recommendations made in the 
report and resulting legislation are appropriate steps toward 
reducing default rates and alleviating the burden for students, 
taxpayers, guaranty agencies, and the money markets serving the 
proprietary school industry. Those recommendations relating to 
reducing defaults on guaranteed student loans include: 

(1) establishing a default "risk-pool" whereby schools will 
share the cost of defaulted loans, by contributing to a fund 
designed to supplement guaranty agency loan loss reserves; 

(2) creating a School Fund Advisory Board with broad powers 
to set fees and audit regulatory agencies, hear appeals and 
arbitrate disputes, and monitor default rates and institute 
prevention plans according to the reduction measures in CFR 668 
and 692; 

(3) funding a mechanism exclusively dedicated to teachouts 
and tuition protection/recovery, and financed by school 
assessments; 

(4) prohibiting the use of fund monies for teachouts by 
owners of the closed schools; 

(5) enforcing tighter refund policies and imposing criminal 
penalties for failure to comply; 

(6) prioritizing refunds to the repayment of guaranteed 
student loans and government aid before other disbursements; 

(7) imposing appropriate restrictions on loan eligibility 
certification; 
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(8) requiring comprehensive and frequent lean counseling to 
student borrowers; 

(9) augmenting financial stability, solvency, and reporting 
requirements for proprietary school operations; 

(10) adopting comprehensive civil and criminal penalty and 
cause tor action previsions. 

CONSUMER PROTECTION t Those recommendations designed to provide 
consumer protection and enhanced program quality include: 

(1) requirements for extensive pre-enrollment counseling and 
consumer information dissemination; 

(2) mandating implementation of grievance procedures and 
arbitration mechanisms ; 

(3) requirements for cost comparison, license qualification, 
wage and salary, employment and placement, and market survey and 
industry input disclosures regarding the applicability of program 
offerings; 

(4) truth in advertising clauses and restrictions on 
recruitment practices and commissioned salespersons; 

(5) quality control measures regarding school personnel, 
course length and curriculum content; 

(6) program enhancements including requirements for basic 
education components, clarification of degrees, and articulation 
agreements; 

(7) minimum skills entrance requirements and enhanced 
remediation efforts cr. behalf of ability-to-ber,ef it students. 

(8) improvt.u rules regarding facilities, equipment* 
enrollment policies, and other provisions and upgrades identified 
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as necessary to ensure program quality, operational soundness, 
and administrative competence in proprietary schools an d 
regulatory agencies. 

CONCLUSION: Despite support from the higher education 

authorities, the lending markets, the business community, and the 
better proprietary schools for the Delco bill, (House Bill 
2061/C.S.S.B. 926), during the last Regular Session of the Texas 
Legislature, the bill did not reach the House floor in time for 
debate, passage, ana implementation. A second effort has been 
launched whereby conscientious Texans who are truly interested in 
improving the educational environment in the state, who are 
dedicated to the pursuit of quality vocational/technical training 
for the future workforce in Texas, and who are frustrated by the 
tax burden imposed by defaulted loans, will support this 
meaningful and comprehensive vehicle for proprietary school 
regulation. The overwhelming need, and the goal and objective 
of the Delco legislation, is to provide greater consumer 
protection and a higher quality of education for students, to 
reduce taxpayer exposure resulting from high default rates, and 
to expunge those proprietary school operators who have failed in 
their fiduciary responsibility to use Title IV funds in a prudent 
manner. The legislation has been voted out of committee as an 
amendment to the Omnibus Education Bill; and it will be 
considered on the floor of the Texas House of Representatives 
tomorrow. 
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The Texaa Aeaociation of Student Financial Aid Adminiatratora 
(TASPAA) has coneidered inuu related to Reauthorization of tha 
Highar Education Act aa it partaina to Titla IV Studant Financial 
Aaaiatanca. TASPAA ia an organization coapozad of approximately 
260 member inatitutiona and ovar 900 individuals. Membere of a 
TASPAA Reauthorization Taak Porca hava diaouaaad our araaa of 
concern and prepared a aeriea of recoamendationa which have been 
adopted by the TASPAA Board of Directora. 

We believe the delivery ayatea aa it now atanda ia working and 
providing funda to thoae atudenta who need additional financial 
help for their coat of education. However, we do aee aoae araaa 
for improvement which would allow for a more efficient delivery 
of atudent aid dollara. He do not believe thia could be 
accomplished by moving the current ayatem to a form of block 
grant allocation or a move away from tha State student Incentive 
Grant (ssig) . we alao believe the current concern regarding loan 
defaulta could be managed if more emphaaia were put on awarding 
grant: dollara than on loana. under tight budget conatrainta we 
un' ratand thia may not be popular, but we believe in the long 
run the aavinga would be greater than continuing to bombard 
everyone with legialation aimed at default prevention that makes 
the ayatea more confuaing and cuabereome for atudenta and more 
coatly to adainiater. 

The following repreaenta our recoamendationa on the 
reauthorization proceaa. If i may provide any further 
clarification on the iaauea we have raieed, pleaae contact me at 
Angelo state Univeraity, 2601 w. Avenue N, San Angelo, TX 76909. 

TASPAA Reauthorization Recoamendationa 
I. PART At oranta to Studant a 

A. Subpart l: Baaic Educational Opportunity Grant (Pell 
Grant a) 

1. He recommend the elimination of the Pell Grant 
Student Aid Report (SAR). (Section 411(f)) 
However, we alao recommend all atudenta who apply 
for federal financial aaaiatanca be provided an 
output/correction document. 

2. He recommend the uae of one formula to determine a 
atudent* a eligibility for Pell Grant and other Title 
IV aaaiatanca. (Section 411) 

B. Subpart 2: Supplemental Educational Opportunity Grant 



He recommend retaining the current inatitutional 
matching requirement. (Section 413C(a)) 
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A. 
B. 

C. 

D. 

E. 

r. 

G. 

H. 
I. 

J. 
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r B LOAMS Stafford, SLS, fLUI 

Wa racommand tha aatabliahmant and appropriation of an 
institutional administrativa allovanca to halp offaat 
tha coat of adminiataring loan programs. 

Ha strongly racommand providing tha Financial Aid 
Administrator tha authority to limit loan amounts basad 
on aquitabla institutional policy. 
(Saction 428(a) (2) (C)) 

Ha racommand an institution hava tha option of non- 
participation in Part B Loan programs without 
jaopardising studant dafarmant options at that 
institution. (Saction 428(b)(1)(H)) 

Ha racommand tha holdar of a loan ba raquirad to buy or 
sail loans, at tha studants raquaat, in ordar to inaura 
all tha studant f s loans ara with ona holdar. Ha baliava 
tha studant should hava tha right to raquaat all loana 
ba placad with ona holdar without tha highar costa 
associatad with consolidation. 

Wa racommand that landars who withdraw from tha program 
ba raquirad to maka proviaiona for all achadulad 
diaburaamanta and maka avary af fort to anaura aingla 
account and aingla paymant arrangamanta ara mada 
availabla to tha atudant by having all of tha atudants 
loana placad with tha sama holdar. 

Wa racommand ratantion of tha currant minimum monthly 
rapaymant for Part B loana of $50. 
(Saction 427(c), 428(b)(1) (L) , 428A(c)) 

Wa strongly racommand anrollmant varification providad 
by an inatitution ba an aeoaptabla mathod of confirming 
a borrovar's anrollmant status. (Saction 427(a)(2)(c)) 
Tha fadaral data bank information from guarantaa 
agancias ahould ba currant aa wall aa accurata and uaad 
to grant such dafarmanta. 

Wa racommand intaraat rataa ba maintainad undar tha 
praaant structura. 

Wa racommand that tha dua diliganca raquiramanta ba 
simplifiad to eliminata duplieativa and labor intanaiva 
functions that ara unralatad to tha auccaaaful 
col lact ions procaaa. 

Wa racommand dafarmanta for both old and naw borrowara 
ba basad on hidf-tima anrollmant without r squiring 
additional Part B Loana. (Saction 426(b)(1)(H)) 
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m. PART Ci Collage work-Study (cwi) 

A. we recommend retaining the currant institutional 
matching requirement of 30%. (Saction 443(b)(5)) 

B. He r •command additional wording ba addad to Part 675 , 
Subpart A, aaction 675. 2, "def initions, " of tha Titla IV 
ragulationa to allov students ■••king a aacond 
baccalauraata dagraa or taachar cartif ication to ba 
aligibla for CHS funds. 

XV. FART li Dlraot Loans to atudants 

Ha recommend additional wording ba addad to Part 674 , 
Subpart A, saction 674.2 , "definitions," of tha Titla IV 
ragulationa to allow studants ■••King a sacond baccalauraata 
dagraa or taachar cartification to ba aligibla to borrow 
Parkins Loans. 

V. PART Pt Haad Analysis 

A. Dafinition for Indapandant studant (Saction 480(d)) 

Ha recommend tha usa of tha currant automatic critaria 
(i.e., age, vataran status, orphan/ward of tha court, 
lagal dependent) only to qualify for indapandant status, 
eliminating all conditional critaria. Profassional 
judgment may ba axarcisad as appropriate. 



B. congressional Methodology 

1* Ha racouand tha continuad usa of a naad analysis 
format which collects essential data elements 
necessary for federal financial aid eligibility 
determination and permits the collection of optional 
elements for use in awarding institutional aid. 

2. He support the concept that recipients of public 
assistance (both parents of dependent filers and 
independent filers) will ba assumed to have a zero 
parents* contribution or (if independent) student's 

contribution. 

3. He recommend the elimination of the separate need 
analysis provision for displaced homemakers and 
dislocated workers. (Section 479A(e) (f) (l)) 

4. For dependent students we recommend the use of a 
standard student contribution without regard to base 
year earnings except those cases where professional 
judgment would indicate otherwise. 

(Section 475(g)(1)) 
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Mr. Washington. Thank you, Dr. Hayre. Ms. Bednar? 

STATEMENT OF DEE BEDNAR, DIRECTOR, PROPRIETARY 
SCHOOLS AND VETERANS EDUCATION, TEXAS STATE DEPART- 
MENT OF EDUCATION 

Ms. Bednar. Thank you. First of all, I would like to say I am 

S[lad that one of my responsibilities is not completing financial aid 
orms. I have enough trouble with IRS forms. 

I am Dee Bednar, the director of the Division of Proprietary 
Schools and Veterans Education. I am pleased to be here today, be- 
cause I am very excited about telling you what we in Texas have 
been doing to regulate proprietary schools. 

And when I talk about we " I want to emphasize that I am talk- 
ing about the better proprietary schools, the Guaranteed Loan Cor- 
poration, the Attorney General's Office, the U.S. Department of 
Education, and every player in this complex situation. 

Texas has a very good foundation of legal requirements and a 
commitment to education in proprietary schools. I have provided 
written testimony, and I do not wish to go into all the details of 
that. You can read that for yourself later. 

But I did want to touch on what I view as three very important 
components of better regulation, and then I would also like to close 
that a few comments that I think Congress may wish to consider in 
its proposal under reauthorization. 

Those three areas that I believe are important are funding and 
staffing, communication and coordination, as well as program qual- 
ity. 

First and foremost to me is funding levels and staffing. I believe 
one report I have read recently talked about a cruel hoax on con- 
sumers when legal requirements are written but the proper fund- 
ing is not available. 

I am pleased to say that, in Texas, the legislature and the State 
Board of Education has provided funding over the last 2 years that 
has allowed us to hire and employ the following for regulation: 
compliance and monitoring teams, a special investigation and 
closed school team, curriculum specialist, full-time attorney, com- 
puter programmer, placement and employment coordinator, a fi- 
nancial stability evaluator, licensing, recruiter, and instructor ap- 
proval units. 

I have been to a national conference recently, and I want to tell 
you that I was almost embarrassed at having that sort of staff. But 
it does show— I believe, in the Senate report, it mentioned that 
some States try to function with one or two staff. That cannot be 
done. 

First of all, what it does is place the States in the situation of 
becoming paper pushers, as we were 8 years ago, as opposed to in- 
dividuals who can provide assistance to those schools who want to 
provide a good quality education. 

The second area that I am concerned about and think is vital is 
communication and coordination. We have worked very closely 
with the Guaranteed Student Loan Corporation, the other better 
proprietary schools, the Consumer Protection Division of the Attor- 
ney General's Office, the other agencies in our State that regulate 
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proprietary schools such as the Barber Board and the Cosmetology 
Commission. 

On a Federal level, we work with the U.S. Department of Educa- 
tion with their OIG Office, the auditors. We work with the accred- 
iting bodies. I am pleased to say that a lot of our staff are on a 
first-name basis with the staffs of these other agencies. 

And the reason this is so important is because this is a very com- 
plex problem. There are many people who play a role in this situa- 
tion concerning defaults and program qualities. Joint visits are oc- 
casionally necessary. We share information on closed schools in 
particular. 

I am very proud of what the State has done in that when a 
school closes, we have a network of working with the other State 
agencies and the Federal agencies, and also with the proprietary 
schools in our State. They work with us to provide train-outs for 
these students, and thus far we have been able to place about 85 
percent of the students. 

The other area that is most important to me — and I keep saying 
each is most important because I think you cannot have one with- 
out the other— and that is program quality. 

I do not like it when people refer to proprietary schools as busi- 
nesses. That probably is true, but I think from a regulatory func- 
tion, we need to view these as educational institutions. That is the 
service that they are to provide. 

As a State education agency employee, I want us to place our 
focus on program quality, and that is what we have been doing 
over the fast 2 years. It has not been an easy process. Again, we 
drafted a rule that we are excited about in which we involved the 
proprietary schools, the Attorney General's Office, and the Guaran- 
teed Student Loan Corporation, and I would like to talk about that 
for just a moment. 

We do not believe a program should be approved in a proprietary 
school unless, first of all, it is going to lead the student to a job 
that is recognized by employers as being a valid job. So first of all, 
we think there should be a job objective. 

Secondly, there needs to be shown to us that there is a aeed for 
education and training. I have been embarrassed by some of the 
things our State has approved in the past. When we find a program 
that has been approved, and you learn that the student could get 
the job whether they had gone to the school or not and, as a matter 
of fact, some employers would rather hire a student that has not 
attended a school, we have been remiss. And so we are taking steps 
to correct that. 

Therefore, it has to be shown to us that there is an actual need 
for education and training, and it has to be demonstrated that a 
graduate is more likely to be employed in that occupation. 

Third, we think there should be jobs. There has to be a demon- 
strable employer demand for that occupation. Then, we come into 
the program content. First of all, in that area, the pre-requisite 
should be appropriate for the job objective. The student should be 
matched to the skill level necessary for them to be successful upon 
graduation. 

The subjects must bear a substantial and demonstrable relation- 
ship to the job skill* and knowledge required for employment in 
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the occupation, as does the length of the program. And lastly, the 
program title must clearly identify that occupation for which the 
student is to be trained. 

This has been an evolving process, and I remember also reading 
in the Senate's report that there were a lot of political consider- 
ations on a State level. And I would like to say that we had a pro- 
gram denial in which all of those were brought to bear. 

And when it can be shown to the legislative staff that there is a 
real reason for the denial, we have found those legislators +o be 
very supportive. This particular program when to a full hearing, 
and we were able to show that the length could not be justified. 

I want to point out that they wanted to have a 320-hour program 
when it had previously been 40 hours. And we all know the magic 
of 300 hours. We are also, in program quality, trying to work with 
other State agencies, in which we are having cooperative agree- 
ments to work on the content of the programs as well as the quali- 
fications for instructional staff. 

Examples there are the coordinating board in the degree pro- 
grams, the Barber Board, the Cosmetology Commission, insurance, 
health professionals, court reporting, etcetera. We are trying, as I 
itate, to work together to make proprietary schools something of 
which we can all be very proud. 

I thought some about what you could do to help this be a better 
process. One of the things that has guided us throughout this is 
what I simple mindedly say, "Determine what is fair and right, 
and then proceed. 91 

I also read in the Senate's report that a lot of the other States 
and accrediting bodies sometimes would not take action because of 
the threat of a lawsuit. That is a valid fear. But what we have de- 

' d here is that the threat of a lawsuit is something that you can 
w* v ft8tand and, frankly, I would rather go forward, be sued, and 
lose if what we are doing is for the right reason. 

But I believe that if we are right and if we are being fair, then 
we will not lose. And that is why we have a full-time attorney also, 
is to help us in times like that. 

Another thing that guides us when we are trying to decide what 
is fair and right is that the schools often are funded by students 
who are borrowing money to attend the school. A very difficult 
thing for me— and, I have been in this sector for 20 years, and I 
always say I started when I was 12— but I have been here for 20 
years. 

And I have seen school owners that I care a lot about become 
very upset about what has happened to them because of the lender 
problems, the default rates. And we are having to take adverse 
action against these schools. 

We have a new requirement where we can suspend enrollments. 
In other words, if we see a situation where we think students are 
going to be harmed, we believe we should corral the damage; to at 
least limit it to those students enrolled. Perhaps, you know, we 
cannot stop the school from operating right away, but we can pre- 
vent them from perhaps damaging more students. 

The hue and cry there is now can I continue to operate my 
school if you suspend my enrollments. Our thought back is we 
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cannot allow capitalization to occur by low income students bor- 
rowing money to support this operation. 

In thinking about the problems we have had, one is bankruptcy. 
I know President Bush signed a change in the bankruptcy law- 
November 5, I believe— that was supposed to make the States not 
subject to the automatic stay. We are having an unfortunate situa- 
tion here where the Judge has decided that we are subject, and he 
has restrained us from taking action against the school. 

My attorney asked that I please ask you to lcok at Section 105 of 
the Bankruptcy Act, at that particular provision where the judge 
has the authority to do whatever is necessary to continue the oper- 
ation of the school. 

I have also read of a complaint that the Federal student loans 
are not the State's responsibility. We do not look at it quite that 
way. While it may not be the State's responsibility of the Federal 
Loan and Grant Program, it is our responsibility to protect the con- 
sumer. 

And so we care a lot about the Federal Loan and Grant Program, 
and that is why we work so closely with the Guaranteed Loan Cor- 
poration and the other Federal agents. But I must say that it is 
very difficult to have it said that when you issue a license, that 
means they are eligible for Federal funding. 

We may issue a license to the school because they have met our 
minimum requirements and we would like to allow them to oper- 
ate. It does not mean that I think they should receive millions of 
dollars in financial aid. To me, there perhaps should be different 
criteria. 

I understand that there were several concerns on the Senate 
side. One, was that there were no uniform standards throughout 
the State. That is very true, as you well know. I believe that there 
should be minimum standards set for the Federal Loan and Grant 
Program. 

I also understand that political considerations within the States 
were a problem. We experienced some of that there in the lobbying 
in the legislature. Again, I am starting to think that perhaps if you 
want more play in the States in this particular program, you might 
wish to consider the Federal contract situation. 

I know you have heard about that with the Department of Veter- 
ans Affairs. We handle that Federal contract with the Department. 
I understand there perhaps could be a funding problem, and I wish 
I knew how to address that. 

But to me, the Federal contract would address the uniform 
standards, the political impact within the various States, it would 
solve inadequate staff and resource problems, due process— if there 
were certain standards within those to address, that will help- 
weak enforcement. Again, staffing, etcetera, and fragmented re- 
sponsibility. 

We support what you are trying to do, and I certainly appreciate 
the opportunity to address you. 
Thank you. 

[The prepared statement of Dee Bednar follows:] 
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ACTIONS TAKEN BY THE STATE OF TEXAS 
TO IMPROVE REGULATION OF 
THE PROPRIETARY SCHOOL SECTOR 
OF POSTSECON0ARY EDUCATION 



July 22 , 1991 



Introduction 



The Texas Proprietary School Act vu enacted in 1972 to provide protection for 
proprietary achool etudente and certification and regulation of the schools. 
The Diviaion of Proprietary School ■ and Veterane Education of the Texaa 
Education Agency ia charged with the regulatory function* Rulea are aet by 
the State Board of Education on the recommendation of the commissioner of 
education with the advice of an adviaory commission* The Texaa Education 
Agency does not regulate cosmetology and barber achoola aa theae schools are 
regulated by other state agencies. Consolidation of theae regulatory 
functions ie being considered by the legislature at this writing. 



In the spring of 1989, the State Board of Education asked staff to bring 
forward proposed rules to improve the quality of education and curb abuses in 
proprietary schools. Simultaneously, the Texas legislature was also 
considering the regulation of proprietary schools. Aa a result, legislation 
was psesed to provide prospective students Information needed to aasess the 
quality of educational programs and to strengthen the regulation of 
proprietary schools. In addition, staff implemented new procedures to better 
enforce the legal requirements. 

Some of theee specific items are: 

CONSUMER INFORMATION AND PROTECTION 

e A tuition protection fund was created to protect atudenta enrolled in 
schools that close. 

e Representativea of the Texas Guaranteed Student Loan Corporation and 
the Attorney Coneral'e office were added aa members of the 
Proprietary School Advisory Commission. 

e Placement and employment information of program graduate a auet be 
provided to the students prior to enrollment. 

e Students may request information from the Texas Education Agency as 
to the cost of the same program at other proprietary schools and 
community colleges prior to enrollment. 

e Prospective etudente must be given a tour of the facilities and 
equipment prior to enrollment. 



Regulifcnrv Changes alnca September 1989 
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■ Schools are required to supply Information to a student prior to 
enrollment pertaining to Job openings end the difference between 
loens end grente. 

■ Restrictions about the actions of recruiters ere specifically 
outlined end sanctions agelnst the school authorized. 

■ Schools are required to heve e grlevence procedure to resolve 
complaints. 

ENFORCEHEHT 

• If a school does not routinely pay refunds timely or the method used 
to calculate student refunds Is In error, en eudlt of the school's 
refunds nay be required. 

■ On-site visits are conducted prior to epprovel, three nonths efter 
approval, end prior to renewal eech yeer. At leest one visit per 
year must be unannounced. 

■ Sanctions, In addition to denlel or revocetlon of epprovel, Include 
suspension of enrollments, civil penalties, end peer reviews. 

■ Agency staff Is In communication with other stete agencies, 
accrediting bodies, end the U.S. Depertment of Educetlon to 
coordlnete reguletory set Ivl ties. 

■ Individual steff ere esslgned to specific school types to ensure 
personal attention to a school file es well es to ensure schools of 
similar types ere hendled by the seme steff member. 

■ Due process timelines heve been reduced by Instituting "docket day" 
so that ell hearings on denials or revocations of school or program 
approvels cen be scheduled more quickly. Consideration Is being 
given to Instituting a process whereby denials ere not given unless a 
complete eppllcetlon for renewel le filed prior to explretlon of the 
epprovel.. Insteed, e school would be considered to be operetlng 
without epprovel, end appropriate steps would be taken to correct the 
situation. 

DEFAULT RATES 

m A Memorandum of Unders tending wes crested between the stete egencles 
thet regulete proprletery schools end the Texes Guaranteed Student 
Loan Corporation to develop e comprehensive strategy to reduce 
default rates end Improve program quality. (Copies of the April, Hay 
end July minutes ere enclosed es Attechment 1.) 

e Indies tors end senctlons pertelnlng to program quality and defeult 
retes ere being explored. 
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PROGRAM QUALITY 

a 'The comalaa loner of aducatlon will aatabllahad minimum end maximum 
program lengthe for recognized oecupetlona. 

■ Program! will not ba approvad unlaaa: 

(1) tha Job objactlva It ona that la recognized by employe re or a 
■pec If led Hat of antltlaa; 

(2) tha actual naad for aducatlon and training haa baan demonetreted 
by tha fact that a graduate la more likely to ba employed In the 
occupation for which tha program la offarad than an Individual 
who doaa not enroll In tha program; 

(3) there la a demonetrable employer demand for tha occupetlon; 

(4) the eubjecte (content) muat beer e eubetentlel end demonetrable 
reletlonehlp to the Job ekllle and knowledge required for 
employment In the occupetlon ee doee the length of eech eubject; 
and 

(5) the program title muat cleerly Identify the occupetlon for which 
the program la offered. 

■ Program application eveluatlone Include conaultatlona by agency eteff 
with employer e either through e committee proceee or Individual 



■ Cooper etlve agreemente to Improve program quality are being developed 
with other etete e gene lee reeponelble for the reguletlon of the 
occupational profeeelon or agenda a with expertlee In the 
occupational flald. 

■ The minimum qualiflcetlone of dlrectore end lnatructora ware 
etrengthened. In addition, dlrectore are required to attend en 
agency- eponeored workehop prior to epprovel, annual eveluatlone of 
lnetructore muat be dona, end eteff development le required. 

■ Specific provlelone were Included for entrance requlremente , remedial 
programe, and refunde for ineligible etudente. 

■ The requlremente for progreee end attendance pollclee, equipment, and 
epece were etrengthened. 

■ Denlel of e new program wee euthorlzed if e echool'e compliance le in 
queetlon, in eddltion to denlele baaed on inadequate program quality. 

■ A Memorandum of Undaretendlng wee developed between the Texaa Higher 
Educetlon Coordinating Board and tha Texae Bducetlon Agency whereby 
the degree program requaate ere determined by the coordinating board 
end the lnetitutional requeete ere determined by the educetlon 
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EUadlttl «™* «t^fflny 

Legel requlreaente etnnot be effective without tht added support of adequate 
funding end stsfflng levels, Therefore, to support enforcement of tht now 
requlreaente, the leglsleture and tht Stat* Board of Education increeeed the 
fee achadula end approved ssvsn additional coapllence profess ions 1 stsff with 
accoapanylng support staff for the proprietary schools section of the 
division. Further, financial, legal, progressing, and currlculua specialists 
were added to the steff such that the steff now Includes: 

■ coapllence end Monitoring tesas 

■ speclel Invest iget ions end cloeed school teeas 

■ currlculua specialist 

■ attorney 

■ coaputer progreaaer 

■ pleceaent end eaployaent coordinator 

■ financial stability eveluetor 

■ licensing, recruiter, end Instructor approval units 

An organization chart of the division is Included es Attachaent 2. 

Impact of Changes In Regulation 

Due to the current envlronaent of proprietary schools, it is often difficult 
to escerteln one reeson es oppossd to several reasons why e school closes. 
Also, ths dslsy in ascertaining the defeult retee of e graduating class also 
causes e daisy in ascertaining whether certain initiatives ers effective in 
reducing defeult retes. It cen bs seld thet the Texes Stete Auditors offlcs 
has investlgetsd the initiatives of the Texes Educetlon Agency end th« Texes 
Gusrsntssd Student Loen Cor po ret ion snd believes ths lapse t will be e 
reduction in defeult retes. As furthsr evidence thet the Texas scheme of 
regulation Is effective perhaps is deaonstreted by the following date: 



RtfilYfi Nonthe Ended HiUfi Months Ended 

August 31, 1989 May 31, 1991 

Total Mo. of Licensed Schools 413 313 

Newly Certified Schools 45 20 

Closed Schools 26 44 

Revocetlons or Dsnlele 28 130 

Attorney Generel Ceeee 2 7 

Suspensions of Enrol las nts n/s 34 



Gigging Cgjuifci 

The focus of regulation is now on progrea quality and outcomes, Coapllancs 
and monitoring ere laportsnt end will continue; however, the focue is shifting 
froa ths stepe teksn to reach the goal to the goal Itself. The goel in 
proprletery schools is whether the etudente reaeln in school end whether the 
greduetee ere eucceeeful. Those schools with excellent outcomes should be 
allowed more flexibility in opsretlons within csrtsln psreaetere. 
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Furthir, many of thin itudonti hava lov-lnceotti and do not hava good faaily- 
aupport ayatima. The lucciuful ichoola fulfill that naid with lupport 
aarvlcaa. A poiltlvo poor situation auot bo c no tod to aoilit tho atudant In 
bacoalng o ouccooo. Standard* should not bo lovorod duo to o poor background, 
but Inataad, thi program* and urvlcai axpandod to holp thoio itudonti moat 
tho saao itindarda of luccm aa othor atudonti. Thoio itudonti muat ontor 
tho lama "rail world" 01 othor itudonti who ara mora fortunata financially ind 
paraonally. Tha ichooli suit bo challangad and aailitad In moating theio high 
oxpectitlona. 

For mori Information, contict: 
Daa Badnar, Dlrictor 

Proprlotiry School ■ ind Vitoram Education 
Taxn Educitlon Agincy 
1701 Congrm Avenue 
Auatln, Taxaa 7B701 
(512; 475-3560 
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MINUTES 
STATE AGENCIES TASK FORCE 
April 4, 1991 



The State Agencies Task Force net on Thuraday, April 4, 1991, at 9:00 a.m. in the 
William B. Travis Building, 1701 North Congress Avenue, Rood 1-110, Austin, Texas. 

The following members were present: 

Dee Bednar, Texas Education Agency 

Ron Resech, Texas Cosmetology Commission 

George Torres, Texas Guaranteed Student Loan Corporation 

The following members were absent: 

Jo King McCrorey, State Board of Barber Examiners 

Don Smith, Board of Private Investigators and Private Security Agencies 

State Agencies requested to attend meetings as members and present: 

Jon Hlttman, Texas Higher Education Coordinating Board 
Frank Cogglns, Texas Rehabilitation Commission 

Others present were: John Swlnton, State Auditors Office (Texas performance 
review); Duncan Fox, Texas Education Agency; Ed Wendler, Sr.; and Julian H. 
Zimmerman. 



It was moved by Jon Hittman, seconded by Ron Resech, and carried unanimously to 
accept the minutes of the March 5, 1991 meeting. 

Time Table 

Dee Bednar presented a time table for action by the task force to reach the 
legislative objectives (Attachment A). This table was reviewed by the members. 
It was moved by Jon Hlttman, seconded by George Torres, and carried unanimously to 
adopt the time table. 



Responses from Each Agency pertaining to <l) organis ation nf the task force. (?) 
informatlon_CQllected bv the agency, and (1) a daflnltlon of program quality. 

Dee Bednar presented the Texas Education Agency's written response to the 
information requested by the task force at its March 5, 1991 meeting (Attachment 
B) . The time table mentioned in item "1." had been adopted and so, discussion 
centered around item "2." 

Ron Resech informed the members that under "program quality", the Texas 
Cosmetology Commission collects all but (A). Under "Default Rates", the 
commission collects all but (B) and (C) . 
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Frank Cogglns informed the members the Tixu Rehabilitation Commission collect* 
information on employment by occupation, tht number of clock hours, progress and 
attandanca. Ha noted that Texes Education Agency approval la ueed to eelect 
training establishments. 

George Torrea informed the aeabers that the Texee Guaranteed Student Loan 
Corporation collect! information about default ratee, volume date, epeclflc echool 
information ae well ae leglelatlve and regulation information pertaining to the 
U.S. Department of Education and the Texae legislature. 

The definition of program quality waa then dlecuaeed with alternative language 
proposed by Jon Mlttman. After aome discussion, it vaa moved by Jon Hlttman, 
aeconded by Ceorge Torree, and carried unanimously to adopt this definition of 
program quality. 

"Program quality meena the achievement of deslreble objectives using 
legltlmete meens (diverse feetures of education). Desirable objectives are 
statea of knowledge, skills, cereer enhancement and/or employment in a field 
related to training aa appropriate." 



The members then discussed indicators of poor program performance and excessive 
default rates. Jon Hltta«n presented a draft paper entitled M A Multiple Dimension 
Model for Quality Assessment of Proprietary School Programs" for the consideration 
of the membership es a means of eveluatlng program quality and default rates 
(Attachment C). There wes much discussion and it was agreed thet the concept 
deserved further consideration. In-put from the members who were uneble to attend 
thla meeting was needed for concept approval* 

It waa alao agreed that the concept was appropriate but due to its complexity and 
the need for a short-term plan for improving urogram quality and reducing defeult 
ratea, a two-fold approach was necessary. Two plans would evolve. The first 
would be an Immediate one including obvious Indicators of poor program quality and 
excessive default rates. The second would be to pursue Mr. Hlttman's proposal. 

The indicators shown aa Attachment D were proposed by the members as indicators 
for the abort -term plan. It wes agreed that ell members would consider these 
indlcatora snd determine (1) whether other indicators should be Included, (2) a 
rote to propose for each indicator, and (3) the documentation required for each 
indicator. 



It was agreed that in order to make wise decisions pertaining to program quality 
end default retes, the tesk force needed input from other sources such es 
proprietary schools, employers, and other agencies. Attachment E lists those 
individuals to be invited to make presentations at the next meeting to be held on 
Hay 10 end the name of the talk force member responsible for requesting the 
speaker's input. 

Ihe meeting was adjourned at approximately 2:30 p.m. 



Indicators 
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TINE TABLE TO 
IMPLEMENT MOO WITH 
OTHER STATE AOENCIJSS 



MARCH 91 
APRIL 91 



MAY 91 
JUNE 91 



JULY 91 

AUGUST 91 
SEPTEMBER 91 

OCTOBER 91 • MARCH 92 
APRIL 92 



Adopt Purpose Statement 

Examine types of information 
available 

Define program quality 
Discuss indicators of poor 
program performance and 
axcesalve default rates 
Relate information to 
indicator* 
Consider speakera 

Speakers 

Review written report/rules 
regarding development end 
monitoring of Indicators and 
aharlng of information 
relating to those indicators 
Develop etrategles to reduce 
default ratee and improve 
program quality Including 
sanctions 

Review written report/rules as 
amended at the Nay meeting and 
new language regarding 
strategies and sanctions 

* Public hearing 

Reaction to Information at 
public hearing 

Each agency utilizes 
appropriate process to adopt 
and implement report/rules 

Teak force meets to hear 
progreas report from each 
agency and plan future 
meetings 



DB:ddt:dw3: TABLE 
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Attachment B 



TEXAS EDUCATION AGENCY 
RESPONSE FOR APRIL MEETING 
STATE AGENCIES TASK FORCE 



1, Organization of Task Force: 

Each task forca member must pursue this project with interest and a 
high level of focused productivity. A time table should be adopted 
which tracks the statute, MOU, and purpose statement. For 
cons iderat ion , see attachment, 

2, Information collected by TEA: 
Program Quality: 

(A) number and rates of employment and retention and completion 
by program 

(B) number and type of complaints pertaining to program quality 
for each school 

(C) reports of on-site visits • attendance, progress, complaints 

(D) instructor qualifications 

(E) program entrance requirements, content, and length reviews by 
industry and education experts 

(F) Curriculum, instructor qualifications, equipment, texts 

Default Rates: 

(A) number and rate of drop* outs 

(B) schools with refund problems 

(C) schools with commission only recruiters 

(D) financial condition of school 

(E) closed schools 

(F) number of clock hours in each program 

(G) progress and attendance policies 

Ideas for information from other agencies: 

(A) TRC - report from other agencies regarding employment of 
graduate 

(B) SOIC or TEC - starting and average salary for objectives and 
market demand 

3, Definition of Program Quality: 

The extent to which students obtain appropriate job skills and 
knowledge resulting in employment in a field related to training. 
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Attachment C 



A Multiple Dimension Model 
for Quality Assessment of Proprietary School Programs 



Prepared by 
Jon A. Hlttman 
Associate Program Director 
Texas Higher Education 
Coordinating Board 



4/8/91 




DRAFT FOR REVIEW ONLY 



BY THE TASK FORCE 
ON PROPRIETARY SCHOOL 
STUDENT LOAN DEFAULT REDUCTION 
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Extcutivt Summary 

Recent legislation has impacted tha stata aganciaa that 
regulate propriatary schools . Thasa agencies hava baan chargad 
with tha responsibility to davisa a "comprehensive stratagy H 
dasignad to raduca dafault ratas and improve tha quality of 
programs of farad in propriatary schools* Tha purposa of this papar 
is to prasant a modal for avaluating program quality. 

Tha literatura supports tha usa of a comprahansiva approach to 
tha avaluation of program quality. Maithar aducational procass nor 
outcomes, measured in isolation, can aff actively provide assurance 
of quality. Tha "open systems'* theory suggests a comprehensive 
evaluation method which takes into account the characteristics of 
the Institution's student body, the educational process employed by 
the institution/ and the results achieved. 

This "open systems" strategy uses a panel of experts to; 1) 
define quality , 2) identify components* sub-components, and 
indicators of quality, 3) identify high, medium, and low risk 
factors connected with student default rates, and 4) establish a 
system of weighting that will determine the relative importance of 
the components and sub-components of quality programs. The input 
of these experts can be the foundation upon which a quality 
assessment instrument is based. 

The last segment of this paper is a model which simulates the 
results of an "open systems" evaluation using admissions, 
curriculum, instruction, and outcomes as components of program 
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Background Information 
Tha racantly amandad Propriatary school Act undataa that tha 
atata aganciaa, raaponaibla for tha ragulation of propriatary 
achoola, davalop a "coaprahan.lv. atratagy to raduca dafault rataa 
at tha ragulatad propriatary achoola and iaprova tha ovarali 
quality of tha prograaa oparatad by thaaa achoola.- Thia 
"comprahansiva itratagy" i. to ba axpraaaad in a Hamorandum of 
Undaratanding among tha varioua ragulating aganciaa and raquiraa 
tha "devalopaant and monitoring of indicatora that Idantify .chool. 
that hava axcaa.iv. loan dafault rat.., poor program quality, or 
both." Thi. lagi.latic. .xpr..... • concarn ragarding tha 
ragulation of propriatary .chool. by .tata agancia. cantaring on 
tha aff.ctiv.na.. of .f fort, to d.fin. and maa.ur. quality 
aducation. Tha mtant of tha lagi.l.tion 1. to raduca dafault 
rata, through tha dav.lopm.nt, d.liv.ry, and ancour.gam.nt of 
quality program.. 

Th. charga to tha varioua stata ag.nci.., raaponaibla for th. 
r.gul.tion of propriatary .chool., i. to d . v , lop and lmpUmmnt 
atratagy of ragulation that .n.„ra. q„.ii ty pi)gtaaa and r€duc „ 
dafault rat... Th. purpo.. of thi. papar 1§ t0 provld . ..^^ 
a..a...ant ind.x modal th . t 1§ compr.han.iva and wii, .ccurat.ly 
maa.ura th. qu.lity of pro,**, offrad .t propri.t.ry .chool.. 

Limitation, of singl. Dimanaion Approach., 
to Quality Evaluation 

Thi. .action d.fin.. and outlina. th. li.it.tion. of qu.lity 

........nt which focu... on . .ingl. di..n.ion (..g. outco... only 

orprocaaonly); structural a...„„ nt> aOM ti M . known a . 

1 
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"process evaluation" addresses quality assurance by setting 
standards regarding the structural elements of education such as; 
stability of resources, administrative organisation, qualifications 
of instructors, and adequate facilities. State licensing agencies 
and accrediting associations usually perform this evaluation with 
the espoused theoretical purpose of controlling cost and ensuring 
quality education, structural elements do form the basis for the 
educational system and there exists little doubt that schools and 
teachers do affect the quality of learning (Hoy end Miskel, 1987). 
However, there is no homogeneity of their effect on students. 
Research has noted a weak correlation between structural 
assessments and other measures (e.g. outcomes) of quality 
education. Madaus (1980) states unequivocally that -empirical 
researchers have not clearly identified any variable related to 
instruction, policy, or resources which consistently affects 
output . M The criticism of process criteria is that optimal process 
does not always assure an optimal outcome* 

Obviously, if the agencies want to improve the PUtWfflt of 
education delivered by proprietary schools then they need to 
measure it directly in terms of completion rates, placement rates, 
GSL default rates, beginning salaries, persistence in employment 
and perhaps other indicators as well. A student who graduates, 
since graduation is the general goal of the program, has face 
validity as a quality measure. The repayment of student loans is 
likewise an indicator of quality. Determining quality based solely 
upon outcomes is attractive because the quality measures (e.g. 
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graduation rates , placement rates, ate;) can readily be computed. 
However, some limitations remain since* for example an adverse 
outcome may have multiple causes, which may or may not include the 
education delivered. No matter how they are measured, differences 
in socio-economic background of the family lead to significant 
differences in student achievement (Hoy and Miskel, 1987). An 
"outcome only" assessment of quality for proprietary institutions 
would encourage higher entrance standards which could have a 
positive effect on outcomes without affecting the quality of the 
programs offered. Reconciling the exclusion of e student who can't 
meet the entrance requirements but could benefit from the training 
is another limitation of the. "outcome only" approach to quality 
assessment. 

Rationale for e Multi-dimensional Model 
Development of e comprehensive stretegy to improve the quality 
of programs in proprietery schools is integrally linked to 
understanding the concept of "quality" itself. /Borrowing from the 
health cere industry's widely accepted definition of quality 
medical care (Donebedien, 1988) quality vocetionel education can be 
defined est "the ability to achieve desirable objectives (states of 
knowledge or skill) using legitimate means (diverse features of 
educetionj." The breedth of this definition coupled with the 
limitations of the single verieble (e.g. outcome or structural 
evaluation) approach to assessing quelity suggest that any accurate 
appraisal of quality must be multi-dimensional and systems 
oriented. 
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For the purposes of this paper a system is defined as a set 
of interdependent elements forming an organised whole. Early 
systems research suggested that organisational success was 
dependent upon the internal forces of the system. More recent 
research reveals that a comprehensive approach which includes both 
internal and external forces is appropriate. The Open Systems 
theory recognizes the importance of internal forces and further 
suggests that organizations are not only influenced by their 
environments but dependent upon them. Richard Scott (1981) states 
that the open systems model stresses the reciprocal ties that bind 
%nd interrelate the organization with those elements that surround 
and penetrate it (see figure 1). 

(Figure 1) 



Environment 




Outputs 



Organizations such as proprietary schools are social 
transformation systems comprised of distinct Interacting social 
elements bound together in mutually interdependent relationships. 
For example # in order to function effectively, proprietary schools 
must interact with and are dependent upon administrators , faculty 
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m 

members, and students, as well as federal, state, and local 
governments • 

It is; 1) the breadth of the definition of quality, 2) the 
limitations of single dimension approaches, (e.g. process only or 
outcomes only evaluation), and 3) the interrelatedness of different 
dimensions (e.g. the socio-economic background of the students, the 
educational process of the school, and the outcomes of the process) 
that require a comprehensive "systems" approach to quality 
appraisal. 

Proposed Methodology 
The process of quality assessment is predicated upon the clear 
definition of "quality" and the development of an instrument that 
accurately reflects the level of quality of the program being 
evaluated. 

The instrument used in the proposed evaluation process should be 
designed to: 

yield a single score indicative of overall quality; 
yield subscores indicative of a school's performance on 
several dimensions; 

be feasible to administer given the agencies resource 
constraints; 

be relatively unobtrusive (i.e. data should be 
collectible without significant disruption to the 
educational operation of the school; 




1) 

2) 

3) 
4) 



5 



ERLC 



15,, 



150 




respected leaders are polled for nominations and those most often 
mentioned would be included on the panel* 

The first stage of Instrument development is qualitative in 
nature and focuses on the identification of the basic attributes of 
quality vocational education using the nominal group method 
(Delbecq, 1975). The panel of experts should be convened and their 
responsibility is to identify and organize components, sub- 
components, and indicators of quality programs. 
Example : 

(Component) Ql ADMISSIONS 

(Sub-Componenf ) Ql.5 CONSUMER PROTECTION 
(Indicators) Ql.5.1 Catalog 

Ql.5. 2 Placement Rates Revealed 
Ql.5. 3 Completion Rates Revealed 
Ql.5. 3 Complaint Information 
Ql.5. 4 Total Cost of Program 
Ql.5. 5 Loan Information 
The second phase of the instrument development process is the 
quantitative stage in which the strength of the relationship 
between the already identified qualitative attributes and quality 
is determined. A different set of panelists should be convened and 
the task of this new panel is to rank order the components of 
quality and assign relative weights to each. The same procedure 
should be followed for the sub-components. The panel should then 
develop a range of performance for each indicator. 

7 
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It it apparent that there ara a variaty of studants anrollad 
in proprietary schools and thay poaaaaa a broad range of academic 
skills, life experiences, and Motivation levels* Some student 
characteristics have a positive correlation with loan default* 
Therefore, different sets of weights should be established for each 
component reflecting the varied risk of default* The panel ahould 
rank order the at-risk factors deaignating what combination of 
indicators represent high risk, medium risk, and low risk. The 
weights assigned to each component ahould correspond to the level 
of default risk. The rationale for thia distinction ia that the 
intensity of service required for "high risk 1 * students differs 
somewhat from the intensity of service required for "low risk" 
students in order to attain the same goal (reduced default rate). 
If the intenaity of educational service required to achieve the 
espoused goals dif fere slightly then the measure of quality should 
also account for this difference. The components, sub-components, 
and indicators for the three typea of atudenta does not change, 
however, the relative importance of theae elements could differ and 
should correspond to the level of default risk. 

Simulated Results 
The chart that follows simulates the results of a quality 
assessment. The quality components (Q1-Q4), sub-components (Ql.l- 
Q4.6), performance levels, weights, and percentage of students in 
the risk categories reflect the thoughts and bias of the author and 
are for demonstration purposes only. 

8 
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Formulas and Given Information 
HR m student with characteristics identifying them as having a High 
Risk of defaulting on a loan* 

MR m student with characteristics iu wifying them as having a 
Medium Risk of defaulting on a loan* 

LR - Student with characteristics identifying them as having a Low 
Risk of defaulting on a loan* 

In this fictitious institution 38% of the student population is HR, 
45% is MR, and 17% is LR* 

The % column on the following chart represents the performance 
level on the indicators (not listed on the chart) reported by the 
•valuator* 

HR score - (weighted value) x (performance score) x (38%) 

MR score - (weighted value) x (performance score) x (45%) 

LR score - (weighted value) x (performance score) x (17%) 

MIX - (% HR) X (PR Score) ♦ (% MR) X (MR Score) + (% LR) X (LR 
Score) 
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Attachment D 



INITIAL PROPOSAL OF INDICATORS 
OF 

PROGRAM QUALITY AND DEFAULT RATES 



Progrgm Quality 

Completion Rate 
Employment Rate 



Default Rates 

Completion 
Employment Rate 

Ratio of debt payment to starting wage 
Ability to benefit students 

Majority of Student with loam of less than $2,500 or 
Program of less than 600 clock hours in length 



Each agency member is to: 

(1) propose other indicators 

(2) determine the appropriate rate/number for each indicator 

(3) determine the appropriate documentation for each indicator 
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Attachment E 



SPEAKERS TO BE INVITED TO THE KAY 10, 1991 
STATE AGENCIES TASK FORCE MEETING 
and th« 

MEMBER TO EXTEND THE INVITATION 



Speaker's Name Member's Name 



placement/rehabilitation counselors Frank Cogglns 



cosmetology school(s) official Ron Resech 



Shannon James George Torres 

representative of Family Welfare 
Better Business Bureau 



employers 



Steve Gregg 
Steve Friedheim 
Joni Gilton 
Robin Roberts 
Beverly Donoghue 



Jon Hlttman 
Dee Bednar 
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MINUTES 
STATE AGENCIES TASK FORCE 
MAY 17, 1991 



The State Agencies Task Force net on Friday, May 17, 1991, at 9:00 a.m. in the 
William B. Travis Building, 1701 North Congress Avenue, Room 1-110, Austin, 
Texas. 

The following members were present: 

Dee Bednar, Texas Education Agency 

Jo King McCrorey, State Board of Barber Examiners 

Vickie Eyhorn, State Board of Barber Examiners 

Alicia Ayers, Texas Cosmetology Commission 

George Torres, Texas Guaranteed Student Loan Corporation 

The following members were absent: 

Don Smith, Board of Private Investigators and Private Security Agencies 

State Agencies requested to attend meeting as members and present: 

Frank Coggins, Texas Rehabilitation Commission 

Jon Hittman, Texas Higher Education Coordinating Board 

Robin Roberts, Texas Employment Commission 

Others present were: Elizabeth Bradshaw, Beverly Donoghue, Tony Lawrence, 
Jane Moomaw, Jim Zaija, and Carolyn Willard. 

Employers, proprietary schools, and other state agencies were invited to make 
presentations at this meeting that would provide task force members with 
infotmation to write rules for improving program quality and lower default 
rates in proprietary schools. The entire meeting was dedicated to this task. 
Listed below are the speakers and a few comments. 

Elizabeth Bradshaw. ctnnv'a Pr inting and Spy ing 
(employer of a smal) to medium business) 

1. Programs should Include: 
current technology and techniques; 
basic high school math and English; 
computer training; 

work place values such as being a team player, integrity, se lf 
initiative, business etiquette, setting and meeting goals, reliability 
and ' 
Job hunting and interviewing skills. 

2. Experience and education are respected equally. 

3. Private sector nay be forced by competition to'pay for training of 
potential employees. 

4. Employers would want to be included in decerning instructor 
qualifications, program content and length, and student entrance 
requirements . 
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Tonv Lawrenr*. Texaa Sifaflhiiitltifln Co^taalftn mcl 

{employee of a state agency) 

1. 80-90* of tha proprietary achoola do an excellent Job. 

2. Some problem* encountered in proprietary echoole by TRC: 

eole purpoee ie prof it -margin, not education, 

falee and aieleading advert ieing concerning etarting vage and 

placement (includee etudente not employed in the field in which 

they are trained) , 
etudente without adequate progreee are allowed to continue until 

the etudent le cloee to graduation, 
Texee Educetion Agency neede to better enforce rulee end more 

fully investigate coapleinte, end 
employere contected by TRS will not hire greduatae of a 

specifically netted echool. 
2. TRC has information on placement of its cliente by echool name. 



Rohtn Robe rta. Eaplovminfc end Educetion Lleieon. 
Texas Employment Commieelon <TEC* 
(employee of e state agency) 

There was a general discussion of the eseentiel elements of quality education. 
Some thoughts were: 

1. neutrel perty testing, 

2. counesling et the echool eite, 

3. performance measures, 

4. etetewide standards (TEC hae wege data), 

5. access to educetion, 

6. lebor market measures end standards, 

7. retention in Job, 

8. employer satisfaction, 

9. improvement plena, end 

10. sanctions 

The use of coet etendarde wee diecoureged ee wee any measure that did not take 
into eccount the chenge in velue added. "Creaming** ehould be evoided. 



Carolyn Ulllard. Court Reporting Inatltuta of Texas , Dallae 
(owner of a proprietary echool) 

1. The types of etudente to be served must be considered ebove ell alee. 

2. Federel initietivee have elreedy begun to reduce the defeult rete. 

3. Those who service the loene cause many of tha problsaa. 

4. Loene ere eold eo many times thet it ie difficult for the etudent to 
know to whoa the peymente ehould be made. 

5. The default retee of the servicer e ehould be exaained. 
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Jane Mooraaw. Art Institute of He as ton 

(vice-president in charge of fir.ancial aid at a proprietary school) 

1. A full time loan counselor is an asset. This person becoaes a familiar 
face, a friend for the sfident to contact even after graduation or 
termination if there are jroblens. Personalization of the process is 
important for success. 

2. The counselor works with t e student to train then to handle their 
problems as opposed to the counselor performing the activity. 

3. When the student leaves thi ;rhool, another reference sheet is completed 
to assist the school in lot ar lug the students in the event the student 
needs to be contacted about ue loan. 

4. Multiple loans may be const. 1 1' *d for purchase by sallie mae. 

5. Other counselors are on st..Ji. to assist the student with personal 
problems to assist in keepi ig :he student in school. 

6. Disincentives may be the best -i ^ulatory scheme but rewards for 
compliance should also be consi<<rftd. 

7. Peer reviews would be beneficial. 



Jim Zaiia. CompuAdd Computers 

(employee of a small to medium business) 

Mr. Zaija introduced the Malcom-Baldridge i incept on quality and the 
membership discussed its applicability tov<tb state agencies, proprietary 
schools, and proprietary program offering',. The application was supplied by 
Jon Hittman and it will be reviewed and ati iLed. Mr. Zaija also serves on the 
Austin Quality Council. 

Due to the fact that at the end of the raeetirp, only members Hittman and 
Bednar were still in attendance, another rae**> Ing date was not set. It was 
agreed that additional information from Ms. k.vjerts at the next meeting would 
be beneficial. The meeting adjourned at approximately 2:30 p.m. 
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MINUTES 
STATE AGENCIES TASK FORCE 

JULY 8, 1991 



The State Agenda* Teek Force Met on Monday, July 8, 1991, at 9:00 a. a. in the 
William B. Travle Building, 17(4 North Congreie Avenue, Room 1-110, Austin, 
Texas . 

The following members were present: 
Dee Bednar, Texae Education Agency 
Alicia Ayers, Texas Cosmetology Conn .;slon 

The following members were absent: 

Jo King HcCrorey, State Board of Bart or Exaalnere 

Don Smith, Board of Private Inveetlga*. u n and Private Security Agenclee 
George Torree, Texas Guaranteed Student Loan Corporation 

State Agencies requested to attend mee tinge as member e and present: 

Jon Hlttman, Texae Higher Education C .cvUnatlng Board 

Robin Roberte, Texae Employment Commission 

Char lee Stevens, Texas Rehabilitation Co.u'lsslon 

Others preeent were: 

Debbie Murray, Bob Lahtl, and Beverly Domcliue 

The first order of business wae to consider the minutes of the April 4, 1991 
and May 17, 1991 meetings. It was moved by jon Hlttman, seconded by Robin 
Roberte and carried unanimously to accept tht mlnutee of the April 4, 1991 and 
May 17, 1991 meetings. It was noted later in the meeting that the remarks 
■ade at the May 17 meeting by Tony Lawrence, Texas Rehabilitation Commleelon, 
concerning lack of enforcement of Texae Education Agency (TEA) rulee and 
complaint investigations referred to complains filed with the agency over two 
yeare ago. A meeting har been eet with Mr. Lewrence and .th* epeclal 
investigation team of the agency to discuss cooperative measures to handle 
complalnte and exchange information. 

One speaker, Dr. Beverly Donoghue, could not be <>eard at the May 17, 1991 
meeting due to time constraints. Therefore, she presented her thoughts on 
program quality at thle meeting. Dr. Donoghue is a staff member of the 
Division of Proprietary Schools and Veterans Education and has ths 
responsibility of program approvals for proprietary schools. The main points 
addreessd by Dr. Donoghue are: 

Prerequisites 

s Ths prerequisites must be appropriate for the program objective and 
should match ths student to the program in skill level, and previous 
sducatlon and sxperlence. 

■ A concern expreeeed wae that "paper and pencil" type testing is often 
used and this Is the type of tsstlng which caused these typee of 
students difficulty in the past. 
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■ Court reporting is an example of a program where there are no 
prerequisites (except high achool graduation); despite the need to 
test hearing acuity, manual dexterity, and command of the English 
language . 



■ Advisory committees shoul.il be utilized. 

■ Many factors affect lengt* * (1) ability of students (2) geographic 
area, (3) type and size of work place setting, and (4) skills 
required for the job objer.ri.ve. 

■ Self -paced programs can be v*ry effective and are not yet addressed. 

■ New program application cumrtly being developed for use by TEA will 
request the necessary information to make good decisions about 
program approvals. For example performance standards by subject and 
technical skills required by tpployers. 

■ Programs need to incorporate critical thinking and processing skill?, 
problem solving. 

■ We should encourage revisions iv urriculum in response to industry's 
changing needs. Job training pr>;rams are dynamic, not static. This 
underscores tho critical need fo<- advisory committees. 

Su pport Services 

■ These are necessary because of the type of student enrolling in 
proprietary schools. The reasons students drop out must be known to 
the school so that corrective action nay be taken. Successful 
schools have activities that make tue student feel a part of the 
family. These students need the "people connection". 

Instructors 

■ Continuing education is extremely important to keep instructors up to 
date in their field of instruction and changing technologies. 

■ "Chalk and Talk" is the least effective method of teaching with these 
students. We should encourage schools to address different learning 
styles that facilitate student participation by using a variety of 
instructional methods. 



p A standard for the ratio of cost to reasonable salary expectation 
of the graduate should be established. 

Outputs 

■ We need to understand what is behind the numbers. 




Cost 
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■ The roaplstion rata will fluctuate depsndlng on tha program, locala, 
students' ability, and othar factore. 

■ In addition to placement /employment rates, we ahould look at aucceaa 
on tha job. What if tha job tanura? At what laval of aalary a.id 
reoponelblllty? Haa tha atudant advancad on the job? 

■ Tha bottoa Una la tha employment rata. 
Conaumer Protection 

■ Studanta ahould be avara that llagnostic testing and different 
prograaa are available. 

■ If potential atudente were nor? aware of their school and program 
opt lone, echoole would be encouraged to offer better program*. 

■ Communication with other states would be very beneficial. What 
programa are offered? What are (heir etandirda? What are the 
outcomes? 

Questions were aaked of Dr. Douoghue. It *aa agreed that monetary incentives 
were necessary to cauae echoole to want to nave better programs. To avoid 
creaming, weights wsrs nseded for different typee of Atudente, dsnalty of the 
area, the envlronaent, stc. This would rstuilt In an adjustment of tha 
atandard aa encouragement for schools to accept the "harder to teach," 
atudente. It le Important to give schoole at such frsados) aa pecs ibis to 
dsslgn programa to meet the standards. Dlscutslon also csntsrsd around the 
fact that programs ahould be deelgned to accommodate tha type of etudent 
rather than lowering the etandarda. There smuld be an sdjustaent in ths 
standards in the flret year of a prograa offering to allow for "the buge to be 
worked out." Technical aaslstanca should be provided by agency staff. 

The tlaetable agreed on at tha March aeetlng was then discussed as wsll aa the 
future of the task fores In light oC John Sharp's proposals to consolidate 
eoae of the etate agenclee Involved In the work of the taak lores. It was 
agreed to continue to follow the taaka indicated on the timetable but to 
disregard the aonthe indicated due to the current concerns about the futures 
of soas of ths agenclee. The group then proceeded to discuss in detail the 
indicator e of prograa quality. The conclusions of the discussion are listed 
on Attachment A. The aeabershlp of the taak forcu will be considering further 
these indlcatore and be prepared at the next aeetlng to discuss the Indicators 
of default ratee. 

The meeting adjourned at 12:30 p. a. 
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PROPOSAL OF INDICATORS 
OF 

PROGRAM QUALITY AND DEFAULT RATES 
July 0, 1991 



Prograa Quality 
Initial approval 

(1) Admissions standards, currlcui.ua contsnt ind lsngth devslopsd with 
smploysr input snd tisd to yolk skills rsquirsd for smployment. Content 
includes sub J sets in work pise, vslues such ss problsm solving, sstting 
and meeting goals, Integrity, r 'liability, tsam playing, and job hunting 
and intarviaving akllla. 

(2) Financial integrity ia evident ir eluding financial atability, adequate 
fecilitiee, equipment, furniture, inatructional aatsriels, ate. 

(3) Adequate ins true tor qualification 

(4) Adviaory comaittee consisting of >iDtploysrs or potential employers 



Continued approval 

(1) Completion rate a* 

(2) Employment rstes** 

(3) Inatructional ataff 

continuity of ataff 
ataff development 

(4) Tinancial integrity 

financially atability 

equipment, facilities, inatructional aateriale maintained and 
available 

(5) Competercy gaina 

pre -test and post- test and 
outcome eeeeeeaent 

(6) Eaployar satiaf action 

evaluation of training after eaployaent to determine: 
affectivanaaa of training 

initksl wage and level of raaponaibility job persistence 
change in wage and level of responsibility over tiae 

(7) Curriculum and length 

Conatant and continuous prograa evaluations to iaprove and aeet 
changes in eaployer needs 

♦Corrective action could include revised sdaiasion atandarde, restructure the 
commission to be paid over the entire length of the program until the atudent 
grsduatee, revised* atudent aeseaoment proceduree, additional support 
services, analyaia to determine vhy atudenta drop out, link recruiters and 
instructors to assist recruiters and other relevant personnel in determining 
characteriatica of a successful student, reduced atudent -teacher ratioa, 
instructional methoda evaluation, school adainiatration evaluation, nore 
ataff development, etc. 



17ti 




164 



**Corrective action could include additional employer In-put, development of 
tola aourca for particular employer, placaaant services, rta valuation of 
curriculum and length with emphasis on Job skills naadad for Job 
persistence, etc. 



Student Loan Default Rales 

(1) Couplet Ion rate 

(2) Employment rate 

(3) Ratio of debt payne.it to starting wage 

(4) Ability to benefit utudertte - prerequisites appropriate for program 
objective 

(5) Majority of students with loans of lass than $2,500 or only one loan 

(6) Program of less than (00 clock hours In length 
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Mr. Washington. Thank you, Bednar. Mr. McCormick? 

STATEMENT O JOSEPH L. MCCORMICK, PRESIDENT, TEXAS 
GUARANTEED STUDENT LOAN CORPORATION 

Mr. McCormick. Mr. Washington, Mr. Jefferson, my name is Joe 
McCormick. I am president of the Texas Guaranteed Student Loan 
Corporation, the non-profit corporation designated by the Texas 
legislature to administer the Federal Guaranteed Student Loan 
Program. I appreciate the opportunity to be here today to discuss 
the reauthorization of the Higher Education Act. 

And I especially am pleased to be here on the panel with my col- 
leagues Dee Bednar of the Texas Education Agency, an agency that 
has done— in the last 3 years— an outstanding job of oversight reg- 
ulating proprietary schools, and Mr. Comer Alden, a leading 
spokesperson for the proprietary school industry, who I would 
point out currently serves on the board of directors of the Texas 
Guaranteed Student Loan Corporation. 

Two personal comments if I may, Mr. Washington, before I begin 
my remarks. One, I think you are the first Texan to serve on the 
Subcommittee for Postsecondary Education in a very long time, 
and that is long overdue. And we are very proud that you elected 
to serve on that committee. 

Secondly, if you remember nothing else that has been said here 
today, I hope you will remember the comments of the students on 
how complex this process has become, and how important it is, al- 
though how difficult it will be, to make changes that truly will sim- 
plify the delivery of student aid. And I hope definitely you will 
carry that back to Washington. 

But since the last reauthorization of the Higher Education Act in 
1916, over $55 billion in Title IV student aid has allowed thousands 
of needy students to pursue their education at over 3,000 tradition- 
al 4- and 2-year institutions, as well as almost 6,000 private for- 
profit proprietary schools. 

This level of commitment by the Congress to provide access to 
postsecondary education to all who can benefit has made the Amer- 
ican system of postsecondary education the most enviable and the 
most accessible system of education beyond high school in the 
world. 

But during that same 5-year period, we have unfortunately also 
seen this highly accessible system subjected to a dramatic increase 
in student loan defaults and an alarming increase in cases of poor 
program administration and downright fraud. 

The Department of Education indicates student loan defaults will 
exceed over $3 billion by year's end. Cases of fraud and abuse in 
the program in recent years have been well-documented by the In- 
spector General's Office, the Department of Education and, most 
recently, the Senate Investigation Committee on Fraud and Abuse 
in the Student Aid Programs. 

But before we talk about and dwell on those abuses, I think it is 
important that we be reminded of what has already been done. The 
United States Congress during the past 3 years has taken serious 
steps to address both defaults and fraud and abuse in student aid. 
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Congress enacted legislation to prohibit schools with cohort rates 
in excess of 35 percent for three consecutive years from participat- 
ing in the program. Potentially, this may eliminate 178 schools na- 
tionally, 17 schools in Texas, and locally here in Houston, four 
schools. 

In Mr. Jefferson's district in New Orleans, it may very well 
eliminate seven schools. The Department of Education as well as 
TGSLC has imposed tighter restrictions on schools, lenders and 
borrowers in the program to discourage defaults and prevent fraud 
and abuse. 

In recognition of the complexities of the delivery system, TGSLC 
has been a leader in providing better information to borrowers on 
their loan responsibilities, toll-free numbers for students to call to 
receive information, publications to local high schools, and improv- 
ing the aid delivery system process by electronic linkages between 
schools and lenders. 

In addition, TGSLC has one of the most aggressive default pre- 
vention programs in the country, involving credit checks to SLS 
borrowers, judgments on defaulted borrowers, collections of driver's 
license information to aid in skip tracing, and a very aggressive 
claims and pre-claims and collections staff, not to mention a full 
participation in the Federal IRS Offset Program, which has been 
very successful in collecting student defaulted dollars. 

TGSLC has been recognized by the Department of Education and 
the Inspector General's Office for having a very well-trained and 
highly effective program compliance staff. In the summer of 1989, 
we published some of our findings in program compliance in a pub- 
lication called "School or Scandal," which attracted national atten- 
tion to the problen s in the student loan program and helped to en- 
courage some of the changes that have now been enacted in the 
law. 

We also try to exercise a strong effort to help defaulted borrow- 
ers repay their loans. We work diligently with those borrowers who 
demonstrate a sincere effort to repay their debt by offering the bor- 
rower a full reinstatement of his credit and his student aid eligibil- 
ity after 1 year of consecutive payments. 

Over $6 million in defaulted loans have been rehabilitated this 
year in this program. In addition, students who were victimized by 
a closed school that left them in debt with no training may have a 
portion or all of their loan cancelled under certain Federal guide- 
lines. 

At the State level, the Texas legislature has taken steps in 
recent years to improve the regulation of proprietary schools and 
to discourage defaults. For example, students who are in default on 
a student loan at the time they attempt to renew their license to 
practice law, to practice dentistry, or cosmetology, or accounting, 
will have the renewal of that license revoked until such time as the 
borrower has made satisfactory arrangements with TGSLC to 
repay the loan. 

At the present time, under the able and courageous leadership of 
Speaker Pro Tern Wilhelmina Delco, a bill is currently being con- 
sidered in the special session of the legislature to provide further 
regulatory and statutory oversight of proprietary schools. 
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This bill is in direct response to a 2-year study on proprietary 
schools in Texas that I would ask to be made a part of the record. 
Mr. Washington. Without objection. 

Mr. McCormick. This report was completed under the leadership 
of Ms. Delco and Senator Haley. Individual schools and lenders 
should also be recognized for the efforts that they have made over 
the past few years to reduce defaults. 

Now, given all that is currently being done to curb student loan 
defaults and prevent fraud and abuse in the program, the question 
then remains: What more needs to be done? 

The initial reaction has been to suggest that schools conduct 
more loan counseling sessions, that lenders increase their due dili- 
gence efforts, and that guarantee agencies conduct more program 
reviews. 

And probably the most offensive suggestion to me personally is 
that we need not do anymore, simply because all the bad schools 
are gone. Or, two, the default rates are high simply because my 
school serves low income students. 

As my colleague, Sam Kipp from California, often says, "We 
have found it not to be a case of schools serving poor students so 
often as it is a case of schools serving students poorly." 

The most serious problems with regard to high defaults and 
fraud and abuse lie squarely within the proprietary school indus- 
try. From the Department of Education's own data, we see the pro- 
prietary school industry has benefitted far more than any other 
sector of postsecondary education in student aid. 

Just from 1982 to 1988, the Guaranteed Student Loan Program 
volume for proprietary schools increased from $684 million in 1982, 
to over $4.15 billion in 1988. Correspondingly, student loan defaults 
nationally began to rise dramatically, with over 77 percent of all 
defaulted loans in 1989 being paid from students who attended pro- 
prietary schools. 

In Texas, the TGSLC will pay out over $200 million this year in 
defaulted claims, and over 67 percent of those claims come from 
students who attended proprietary schools. The problems associat- 
ed with proprietary schools are well-documented across the coun- 
try, but perhaps nowhere more shocking than right here in Hous- 
ton, Texas. 

One brick-laying school sent buses to homeless shelters at far 
away as Representative Jefferson's district in New Orleans, recruit- 
ing homeless people off the streets, putting them on the bus, driv- 
ing back to Houston. And while they are on the bus, they negotiate 
a promissory note. And once they have signed the note, they were 
put in a Houston motel and abandoned. 

How many more horror stories like this will we have to read 
about before the really important question of the 1991 reauthoriza- 
tion is asked? Who will have access to Title IV aid and access to 
what? 

When I testified before the subcommittee in May, I suggested 
that the current system of school eligibility and certification— the 
triad, if you will— of accrediting agencies, State licensing agencies, 
and the Department of Education's own eligibility and certification 
function had failed and should be replaced. 
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In its place, I strongly recommend Congress take the following 
steps: 

1. Eliminate accreditation as a step in the process of approving 
schools for eligibility for Federal student aid programs. Accrediting 
agencies have a role to play in setting standards for the quality of 
education offered by schools, and are ill-suited to serve as the gate- 
keeper for Federal student aid. 

2. Establish minimum Federal standards for the State licensing 
of schools as a precondition for any school's participation in the 
Federal student aid programs. 

3. Require the Department of Education to assume its proper 
oversight responsibilities and develop its own Federal standards for 
school eligibility. 

From all of the compliance reviews that we have conducted, it is 
abundantly clear the best indicator of a school's ability to success- 
fully administer the student aid programs revolve around its finan- 
cial strength. 

During the May hearing, Chairman Ford challenged me to pro- 
vide specific suggestions as to how these standards might be im- 
posed. I have done so at length in the written testimony I submit- 
ted to the committee, and for now I will simply summarize a few 
examples. 

1. Require schools to submit audited financial statements for 2 
previous years in accordance with generally accepted accounting 
principles. 

^ 2. Analyze both the school and the school owner's financials. 
Some of our reviews uncovered fraudulently designed levels of cor- 
porate ownership, designed to hide the true owner's identity until 
such time the school finally declared bankruptcy and walked away 
with the money. 

3. Require not only a one to one ratio of assets to liabilities that 
is currently in the law, but also require schools to show a positive 
net worth. We have examples in the past where the Department of 
Education has literally certified a school is eligible for Title IV aid 
that showed operating losses for 2 prior years. 

4. Provide a measure of the school's debt to net worth. This will 
indicate the relative amount invested in the school by creditors 
versus the amount of the investment by the school owner. 

5. Labor market standards. We have to ask the question: Are we 
training students for non-existing jobs? The Higher Education Act 
contains no provision which requires schools to prove that their 
programs serve a demonstrated market need. Yet, other programs, 
such as the Perkins Vocational Training Act do. There should be 
labor market information to identify 30 to 40 State priority occupa- 
tions that would receive full consideration for Title IV student aid 
eligibility, while programs of lesser demand might receive only a 
limited amount of eligibility. 

In my 25 years of experience in administering Federal student 
aid, in my opinion there is no more important issue to resolve in 
reauthorization than the one I have attempted to address here 
today. Who is eligible under what conditions for what? 

In Texas, I think we are seriously trying to answer that question 
in a way that will provide students full access to a quality educa- 
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tion in any school licensed by the State. The evidence is clear. The 
Triad has failed. 

It is now time to move forward with more rigorous standards to 
ensure quality education is offered our young people in whatever 
type school they choose to attend, whether it be public, private or 
proprietary. 

We must be mindful that access and quality are really two sides 
to the same coin. Quality without access is not quality, it is elitism. 
And access without quality is not access, it is mediocrity. 

Thank you. 

[The prepared statement of Joseph L. McCormick follows:] 
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BttCUflVI SUMMARY 

This comittee has hsard numerous witnesses describe past 
abuses in tha Tit la IV programs. Most of tha problems involva 
tha lack of ovarslght of propriatary schools and rasult in both 
high dafault ratas and tha exploitation of studsnts, Most of whoa 
ara from disadvantaged backgrounds. In prior testimony, X argued 
that tha existing system of oversight — tha Triad of accrediting 
agencies, state licensing agencies and Department of Education — 
has failed and should be replaced. I recommend that ED assume 
ita oversight responsibility by setting federal standards for 
school eligibility. Subcommittee Chairman William Ford urged me 
to propose some standards. I have done so and they follows 

The federal government should set standards relating to the 
financial condition of schools and the degree to which schools 
provide training in occupations that are actually needed by 
businesses. Major abuses typically occur when schools ara 
undercapitalised and have difficulty meeting their obligations to 
creditors, faculty and, most Importantly, students. Analysing 
TGLSC's extensive compliance reviews has allowed us to identify 
key indicators of financial stability. Currant law also allows a 
tremendous amount of federally subsidised futility. What is tha 
point in training students for non-existent jobs? Tet the Higher 
Education Act (HEA) contains no provision which would require 
schools to prove that their programs serve a real labor market 
r*ed. Some models developed in other federal training programs, 
and in Texas, could help make this multi-billion dollar 
investment more productive and fair to studenta. By setting 
labor market standards, schools will help businesses meet real 
labor needs and students will more likely find jobs with which to 
repay their loans. 

Financial Standards For Eligibility 

1. Any eligibility action taken by ED (initial 
eligibility, recodification, new location, branch to 
free standing, etc. • •) should include a financial 
analysis to ensure that institutions receiving Title 

IV, HEA program funds ara financially stable* (Thorough 
financial analysis is not currently taking place.) 

2. A school that hi a deficit net worth position should 
not be eligible to participate in Title IV, HEA 
programs. Schools have been permitted to gain 
eligibility by providing minimal financial assurances. 

3. Add another element to the factors of financial 
responsibility, i.e., a minimum debt to net worth ratio 
of perhaps 4tl or 3s 1. 

4. Discontinue reliance on self-reported financial 
statements. All institutions providing unaudited 
financial statements should be required to provide tax 
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return! for the corresponding fiscal years. 

5. Before granting eligibility require schools to provide 
audited financial statements for the previous tiro 
fiscal years prepared in accordance with generally 
accepted accounting principles (GAAP) for the school 
and for each level of ownership. 

6. Bach tine BD reviews or approves a school's eligibility 
status, a complete financial analysis of the school and 
all levels of ownership should occur. 

7. The amount of money that schools obligate in surety 
arrangements should cover the financial exposure 
associated with the amount of federal dollars at risk. 

8. Restrict a school's growth in Title IV volume to a set 
percentage increase over the school's volume for the 
previous year. 

9. Set a maximum annual volume cap for schools 
participating in Title IV HEX programs based on the 
number of students and cost of education. 

10. Require a school to continue with the same name, at the 
same location, or even with the same educational 
program. Any change would require the school to pass 

through the eligibility process under its new configuration. 

Labor Market Standards for Eligibility 

1. As a condition for receiving federal student aid, schools 
which offer only vocational training courses should be 
licensed by a state agency which requires schools to show 
the labor market need for the occupations for which they 
train. 

2. As is done with JTPA and the Perkins Vocational Education 
Act, the Higher Education Act (HEX) should require states to 
use labor market information in identifying state priority 
occupations, i.e., those occupations which are in high 
demand and are critical to the economic health of the state. 

3. States should solicit the views of business and education 
leaders and labor market experts before identifying priority 
occupations. 

4. Thirty to forty occupations should be designated as high 
priority with a similar number designated as moderate 
priority. Schools which provide training in high priority 
occupations would be fully eligible for Title IV funds, and 
those in moderate priority would be eligible for 751. 
Schools which meet all other standards, but do not fall 
within these two categories would be eligible for 501 Title 
IV funds. 
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TESTIMONY OF JOE L. MCCORMICK 

BEFORE THE HOUSE SUBCOMMITTEE OR FOSTSECONDARY EDUCATION 

HOUSTON, TEXAS 
JULY 22, 1991 

I. INTRODUCTION 

On May 30th # I offered testimony before this committee on 
the Integrity of the Title IV student aid programs. The 
testimony covered several Important topics Including the federal 
budget process, deferment reduction, fraud and abuse, 
simplification and the plight of middle class students. One 
area, however, generated much attention — a proposed reform of 
the school eligibility process which would (1) remove accrediting 
agencies from the certification process and, (2) require minimum 
federal standards for state licensing agencies for schools who 
wish to participate In the federal student aid programs. 
Chairman William Ford asked me what specific federal standards 
would I recommend for the school eligibility process. Today's 
testimony provides specific recommendations on this Issue. 



The U.S. Senate Permanent Subcommittee on Investigations 
accurately described the shortcomings of the use of accrediting 
agencies for the determination of student aid eligibility. The 
subcommittee found that accrediting agencies did not, as 
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Department of Education (BD) officials believed, view guaranteed 
student loan oversight as their responsibility. Operating under 
this Misconception, BD failed to enforce any eligibility 
standards and provided no significant oversight of schools during 
the 1980 's. other problems associated with accrediting agencies 
includet 

■ the transferability of accreditation in the sale of 
schools 

■ accreditation jumping by schools 

■ weak control over the branching of schools 

■ ineffectiveness of site examinations 

■ exposure to costly lawsuits by accrediting bodies 

■ long intervals between initial Accreditation and 
re-accreditation 

The federal government should not rely on accrediting 
agencies to sorve as gatekeepers to any cf the Title IV student 
aid programs. That is not their role. Accrediting agencies 
ensure that schools are, "adhering to the published standards and 
having clearly defined objectives;. . [-Accreditationt Issues 
for the Bighties,* Policy Controvert*, m Higher iM,, ? fl t | ffnf 
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p. 127.) the Y do not P aBB judgement on the relevancy of the 
education program to the needs of businesses nor do they 
adequately evaluate the financial integrity of schools. As a 
trade association, accrediting agencies are severely limited in 
what they can do. Peer reviews, the threat of lawsuits for any 
sanctions they may impose, and competition with other accrediting 
agencies strips accrediting agencies of the independence needed 
to properly restrict eligibility to responsible educators. 
Independence with real authority can reside only with ZD; 
anything less will perpetuate existing and well- documented 
abuses • 

♦ 

To eliminate abuse, contain costs, and promote labor market 
efficiency the ED should establish its own standards for school 
eligibility to participate in Title IV student aid programs ♦ The 
standards should emphasize schools' financial strength and 
responsiveness to labor market demand* This testimony attempts 
to show the need for these guidelines and to briefly describe 
what they might entail* 

II. FINANCIAL STANDARDS FOR ELIGIBILITY 

A. Financial Considerations 

The best indicator of a school's ability to successfully 
administer Title IV, HBA programs (even stronger than its default 
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rate) is its financial strength. Undercapitalised schools 
consistently have more difficulty complying with federal 
regulatory requirements than other schools < Thirteen 
institutions left the Texas Guaranteed Student Loan Program as a 
result of administrative action during the past three fiscal 
years. Not one of these institutions met the factors of 
financial responsibility as sot out in 34 CFR 668.13 (5 had TGSLC 
default rates of less than 35%). 

Lack of financial resources negatively impacts all areas of 
a school's operations. It is difficult to retain quality 
personnel (instructors, financial aid officer, placement director 
etc.) without adequate resources. Obtaining the necessary books, 
supplies, and equipment for educational instruction may not be 
possible. Lease arrangements, utilities, garbage pick-up may all 
be affected. As the financial structure of the school begins to 
unravel, the school will often have difficulty appropriately 
returning, releasing, and retaining proceeds. Delayed payment or 
nonpayment of refunds to lenders on behalf of borrowers is a 
frequent occurrence. Higher incidence of fraudulent activity are 
often associated with financially weak institutions. 
According to 34 CFR 668.82, schools act as a fiduciary in the 
administration of Title IV, HEX funds. Eligible schools are 
required to act in accordance with the highest standard of care 
and diligence with regard to a student's Title IV funds, fet, 
this industry has done little to control the abuses of owners who 
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literally steal Title IV funds from students. Owners avoid their 
fiduciary responsibilities by establishing levels of corporate 
ownership to obscure the true ownership of their schools and by 
declaring bankruptcy to avoid their financial responsibilities. 
Schools go bankrupt and close and the previous owners simply buy 
the ED ID number of an existing school and begin the process 
again. 

Financially weak schools harm students first by depriving 
them of the education they have contracted to receive. Without 
that education, students are unable to secure suitable 
employment* Repayment of student loans is often difficult, if 
not impossible, for students who do not increase their employment 
skills through educational opportunity. Nonrepayment of student 
loans results in default. When a student defaults on a student 
loan his or her credit is ruined, eligibility for student 
financial aid is terminated, IRS refunds can be withheld, and 
litigation may result. Students pay dearly for the weaknesses of 
a system which was created for their assistance. 

3. The Factors of Financial Responsibility 

Eligibility to participate in Title IV programs should be 
predicated upon a strong financial position. Any eligibility 
action taken by ED (initial eligibility, recertification new 
location, branch to freestanding, etc.) should include a 
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financial analysis to ensure that institutions receiving Title 
IV, HEA program funds are financially stable. 

ED has promulgated regulations regarding the financial 
responsibility of schools. According to 34 CPR 668.13 (factors 

r 

of financial responsibility), schools with tho following are not 
considered to be financially responsible! 

!• Under its basis of accounting, it 

(i) Has had operating losses over at least its two most 
recent fiscal years t or 

(ii) Had, for its latest fiscal year, a deficit net worth. A 
deficit net worth occurs when the institution's 
liabilities exceed its assets; 

2. Under an accrual basis of accounting, it had, at the end of 
its latest fiscal year, a ratio of current assets to current 
liabilities of less than Itl; 

3. Under a fund accounting system its unrestricted current or 
operating fund reflects sustained aaterial deficits over at 
least its two most recent fiscal years. 
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The ratio of current assets to current liabilities is one 
that is familiar; it provides information regarding a school's 
cash flow. This is the first indicator that a school may have a 
problem meeting its current obligations. The limitation of this 
measure is that it only provides information about a school's 
ability to meet its current obligations. It should not be used 
as * determination of the school's complete financial situation. 

Operating losses for two consecutive fiscal years is a 
strong indicator that a school is having significant difficulty 
managing its financial affairs, A trend of operating losses (at 
least 2 fiscal years) indicates that a company is moving toward 
insolvency. According to federal regulations, such a school is 
not financially responsible and is not eligible to participate in 
Title IV, HEA programs. 

A deficit net worth in a school's financial statements 
indicates that the school's ownership has no equity or negative 
equity in the school. The creditors, in fact, are providing the 
capital necessary to enable the school to operate. A school that 
has a deficit net worth position should not be eligible to 
participate in Title IV, HEA programs. 

Consider adding another element to the factors of financial 
responsibility; a minimum debt to net worth ratio. The debt to 
net worth ratio identifies the amount of money put into a company 
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by the creditor! compared to the amount of money put into a 
company by the owner s* If a school has a 20 tl debt to net worth 
ratio, it meana that for each dollar invented by the owners the 
creditors invested 20 dollars* This ratio measures a creditor's 
protection from loss* It is derived by dividing the company's 
total liabilities by the company's total equity* By comparing 
the number of dollars invested by creditors to the number of 
dollars invested by owners, the financial risk associated with 
investing in a particular company can be determined* The higher 
the ratio, the less protection afforded the creditors* 

With that said, realize that the largest group of creditors 
at a school are students* Students are unsecured creditors and 
have little, if any, protection from loss in the event of 
bankruptcy* Other creditors generally protect their claims with 
collateral* Ultimately the costs associated with the 
participation of financially weak schools are borne by the 
taxpayers* The federal government has a responsibility to 
protect the interests of students and taxpayers by controlling 
the participation of financially weak schools in Title IV 
programs * 

While other industries have minimum capital requirements 
which are used to assess a company's financial position, none 
exist for the proprietary school industry* "Proper" proportions 
of debt to net worth may vary from industry to industry* 
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However, a preliminary analysis of schools applying for 
participation in the TGSLP during FT90 indicate that 3 or 4 to 1 
is an appropriate level to begin discussing as a threshold ratio* 
Congress should establish minimum capital requirements for 
participation in Title IV, HEA programs* 

C. Financial Statements 

Self-reported financial statements are being accepted by the 
Department of Education as documentation of financial strength* 
If the owner of the school certifies that the financial 

statements provided to BD are true and correct, self -reported 

■ 

financial statements are considered acceptable* This practice 
should be discontinued* 

When a school becomes eligible to participate in Title IV 
programs, it has unlimited access to federal dollars* A high 
level of scrutiny should be associated with obtaining and 
retaining that eligibility* Congress should specify in statute 
that before a school can apply for Title IV eligibility or any 
change to its eligibility status (branch to freestanding, 
recodification, etc*) it must provides 

■ Audited financial statements for the previous two 
fiscal years prepared in accordance with generally 
accepted accounting principles (GAAP) for the school* 
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An alternative for small proprietorships or 
partnerships would be the provision of unaudited 
financial statements prepared by a certified public 
accountant* Unaudited statements should be accompanied 
by tax returns for the corresponding fiscal years for 
verification purposes* Partners and sole proprietors 
should be required to provide personal financial 
statements as well* 

■ Audited financial statements for the previous two 

fiscal years prepared in accordance with GAAP for each 
level of ownership (parent companies) of the school. 
Generally, ED does not analyse the financial stability 
of parent companies of schools applying for 
eligibility. 

A complete financial analysis of the school and all levels 
of ownership should occur before the school is allowed to apply 
for Title IV eligibility* Also, each time ED reviews or approves 
a school's eligibility status, a complete financial analysis of 
the school, and all levels of ownership should occur. If the 
school or any 1 *1 of ite ownerehlp, is financially unstable, 
the school should not be allowed to apply for, or continue to 
hold, Title IV eligibility. By taking a strong stance with 
regard to financial stability, ED can avoid much of the 
administrative and financial burden associated with doing 
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business with insolvent institutions* 

D. Surety Arrangements 

Bonds, irrevocable letters of credit, and other surety 
arrangements are often made with ED when a school does not meet 
the factors of financial responsibility. These surety 
arrangements are not administered in a way which benefits 
students, guarantee agencies, the Department of Education, or 
taxpayers • 

Schools are successfully negotiating to surety arrangements 
which are insufficient to cover Title IV funds which are at risk. 
Instead of requiring schools to be financial sound, ED is 
allowing insufficient surety arrangements. The surety program, 
as it exists, is of benefit only to financially unstable schools. 
This program was created for the benefit of students not schools. 
It should be made clear that only financially stable schools will 
have access to federal dollars set aside for Title IV, HEA 
programs . 

F. Volume Control 

Rapid growth is also an indicator that a school will have 
difficulty administering Title IV programs. As previously 
mentioned, eligible schools have access to unlimited Title IV 
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program fundi. By not establishing voIum control!, Congress and 
ED have made theae programs very appealing to the unscrupulous* 
To the small Mom a Pop organisations, the Title IV programs must 
appear to be some type of treasure trove* 

Unscrupulous schools work to obtain as many dollars as 
possible in a short period of time, leaving the taxpayer holding 
the bag. Small schools often reach the same end, but without the 
malicious intent. Schools that grow too quickly may not have the 
ability to put into place the administrative controls necessary 
to ensure that federal dollars are being handled appropriately* 

Growth can be controlled by Congress and ED. The statute 
should be revised to include language which restricts a school's 
growth in Title IV volume to a set percentage increase over the 
school's volume for the previous year. In addition, Congress 
should set a maximum annual volume cap for schools participating 
Title IV, HEA programs based on number of students and cost of 
education. 

6. Two Tear Rule 

BD identification numbers are bought and sold like any other 
goods and services in the market place. According to federal 
regulation, schools are required to be in existence for at least 
two years to become eligible to receive Title IV, HBA program 
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funds (uee 34 CPR 600.4, 600. 5 r 600.6,600.7). In practice, the 
two year rule 1b not a factor. Schools that apply for Title IV 
eligibility are not required to provide any documentation which 
substantiates that the school was in fact in existence for two 
years according to the regulatory definition. 

Avoidance of the two year rule is accepted in ED's 
Eligibility and Certification Branches. A purchaser can buy a 
school, change its name, location, and evCn type of educational 
program and be considered the same institution by the Department 
of Education. 

34 CPR 600.31 allows a previously eligible institution to be 
considered the same institution if the new owners agree toi 

■ Be liable, or join* iy and severally liable, for all HEA 
program funds which the institution received and improperly 
expended before the effective date of the change of control. 

■ Abide by the institution's policy regarding refunds to 
students in effect before the effective date of the change 
of control. 

■ Honor all student enrollment contracts in effect before the 
effective date of the change of control. 
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■ Submit financial atateaents. 

■ Submit an audit for the inatitutlon'a latest complete fiscal 
year prepared by a licensed certified public accountant. 

■ Submit additional financial documents if requested by the 
Secretary. 

■ Provide for the retention of all records required in 
connection with its designation as an eligible institution. 

As you can see, there is no provision in federal regulation 
that would require a school to continue with the same name, at 
the same location, or even with the same educational program. As 
a result, very few school, are affected by the two year rule. 



H. Summary of Recommendations For Financial Standards For 
eligibility 

I. Any eligibility action taken by bd (initial 
eligibility, recertification, new location, branch to 
free standing, etc. . .) should include a financial 
analysis to ensure that institutions receiving Title 
IV, HEA program funds are financially stable. (Thorough 
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financial analysis is not currently taxing place.) 

A school that has a deficit net worth position should 
not be eligible to participate in Title IV, HEA 
programs. Schools have been permitted to gain 
eligibility by providing minimal financial assurances. 

Add another element to the factors of financial 
responsibility, i.e., a minimum debt to net worth ratio 
of perhaps 4zl or 3s 1. 

Discontinue reliance on self-reported financial 
statements. All institutions providing unaudited 
financial statements should be required to provide tax 
returns for the corresponding fiscal years. 

Before granting eligibility require schools to provide 
audited financial statements for the previous two 
fiscal years prepared in accordance with generally 
accepted accounting principles (GAAP) for the school 
and for each level of ownership. 

Each time BD reviews or approves a school's eligibility 
status, a complete financial analysis of the school and 
all levels of ownership should occur. 
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7. The amount of money that schools obligate in aurety 
arrangements ahould covar tha financial axpoaura 
aaaociatad with tha amount of federal dollar* at riak. 

8. Restrict a school's growth in Title IV voIum to a aat 
percentage increase over the school's volume for the 
previous year. 

9. Set a maximum annual volume cap for schools 
participating in Title XV, HKA programs baaed on the 
number of students and coat of education. 

10. Require a school to continue with the same name, at the 
same location, or even with the same educational 
program. Any change would require the school to paaa 
through the eligibility process under its new configuration. 

III. Labor Market Standards For Eligibility 

A. Labor Market Considerations 

Student financial aid prosK>tes equal education opportunity 
in a very direct and meaningful way — by lowering the coat of 
college to students. To the individuala who are aaaiated by 
these funds, federal support represents the critical difference 
between achieving a poataecondary education and foregoing one. 
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Xn fiscal year 1991, the federal government spent $10.9 billion 
on student aid. Since the last reauthorization of the Higher 
education Act in 1986, over $55 billion in federal aid has 
allowed hundreds of thousands of students achieve their 
educational goals* (Trends in Student Aidt 1980-1990, The 
College Board, August, 1990, p. 8 and Education Daily . July 2, 
1991, Special Supplement, p. 5.) The level of commitment is 
impressive as have been the results; America has the most 
accessible higher education system in the world. But perhaps we 
should consider, briefly, some of the costs of maintaining such 
access, and suggest ways to contain costs and improve the match 
between occupations trained by schools and occupations demanded 
by business. 

Proprietary school owners have been the chief beneficiaries 
of the policy of open access. Overall guaranteed student loan 
program volume for proprietary schools increased from $684 
million to 4.15 billion between 1982 and 1988. (Abuses in 
Faderal Student Aid Programs, report by the Permanent 
Subcommittee on* Investigations of the Committee on Governmental 
Affairs, U.S. Senate, May, 1991, p. 7.) With +he increase in 
proprietary school borrowing has come a staggering default cost. 
Prom 1983 to 1991, overall program losses due to loan defaults 
grew from $444.8 million to an estimated $3.6 billion — a 809 
percent climb! This financial wallop has reverberated throughout 
the student loan system and has undermined the confidence of 
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lenders. But those most directly victimised have been 
proprietary ■chcol student! • Senator William Roth, ranking 
minority member of the U.S. Senate Committee or Governmental 
Affairs eloquently captured the nature of this cruelty in his 
statement at the Nunn hearings on fraud and abuse t 

Rather than allowing these young people to 
improve themselves, these schools actually 
leave [them] in a worse position than when 
they started. Because of the deceptive 
practices of such schools, these students 
have to pay for an education they never 
received. Lacking proper training, [they] 
are not able to get jobs which they can repay 
[their] federally guaranteed loans and thus 
suffer the added humiliation of seeing their 
credit ratings destroyed in the process. 

( Abuses In Federal student Aid Pr ^^m» r report by the 
Permanent Subcommittee on investigations of the 
Committee on Governmental Affairs, U.S. Senate, May, 

1991, p. 11.) 

The system of financing higher education through student aid 
breaks down if the students aren't eventually able to find good 
jobs. Bach year the federal government makes a multi-billion 
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dollar investment In human capital, but nowhara In tha Higher 
Education Act doaa It raqulra anyona to show that joba will ba 
avallabla In tha flalda for which the atudant trains. This la 
not acceptad In othar federal training program. 

B. Establishing a Precedents Perkine Voc Bd Act and Job 
Partnership Training Act 

Tha recent reauthorlsatlon o£ tha Parklna Vocational 
Education Act requlrea atata board, to consider tha relevancy of 
training program to tha market demand for certain occupations. 
Section 116 of the Parklna Vocational and Applied Technology 
Education Act Amendments of 1990 etateat 

Bach State board receiving aaalatance under thla 
Act ahall conduct an assessment ualng measurable 
objective criteria developed by the State board 
to aaaeaa program quality. Such criteria. . . 
ahall use Information gathered by the National 
Occupational Information Coordinating Coemlttee 
and If appropriate other information. Such criteria 
ahall include such factors as— . . ,(8) tha 
relevance of programs to the workplace and to the 
occupation for which students are to be trained, 
and the extent to which such programs reflect a 
realistic assessment of current and future labor 
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Mrlctt nndi. • .(10) basic and higher order 
currant and futura workplace competencies which 
will raflact tha hiring naad of employers, . . 

(As quotad int National Occupational information 
Coordinating Committee Memorandum No* 90-25, November 
27, 1990, p. 1) 

Applicants for tha Job Training and Partnership Act (JTPA) 
block grants ara evaluated, in part, on how wall tha training 
program sarva target occupations. JTPA applicants must annually 
show how thay meet local labor aarkat needs s 



Training provided with funds aada available 
under this Act ahall be only for occupations 
for which there is a demand in the area served 
or in another area to which the participant is 
willing to relocate, and consideration in the 
selection of training programs aay be given to 
training in occupations determined to be in 
sectors of the economy which have a high potential 
for sustained demand or growth. 

[Job Training Partnership Act Title I, Part G, Section 
141 d (l)i 
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Thit axtanaiva effort it raquirad toy liv to anaura sanaltlvlty to 
labor aarkata. Thasa two programs — Parkins Voc Id Act and JTPA 
— coat tha fadaral govarnmant laaa than $3 billion for f lacal 
yaar 1990. Similar critaria should ba adoptad in tha Hlghar 
Education Act and a^ollad to aohoola which axpllcltly claim to 
o££ar only vocational training* 

C. Contribution Toward* ftmfault 

Tha problam of dafaulta and unscrupulous schools ara 
axacarbatad toy tha lack of controls which allow schools to rasa in 
aligitola for larga amount* of fadaral nonay without avar having 
to prova that thair programs fill a naad in tha touainaaa world* 
A racant atudy of borrowara from public and privata tachnical 
training achoola in Taxaa conductad by raaaarchara at tha 
Univarslty of Taxaa at Austin, ahowad that auccaaa in finding a 
job waa diractly ralatad to tha rapaymant of loans. Ovar thraa- 
fourtha of rapayara bacama amployad within 3 sonths of laaving 
tha aducational program, whila only 44 parcant of dafaultars had 
found work. (L. Lain, R. Rickarda* and J. Wabatar, fltudant Loan 
DftfaaltmM Coamarad with Rapavarai A ClM «*ttdv o< Taxaa. TGSI/2, 
Jnly 1, 1991, p. 6) This sama atudy raportad that of tha 
borrowara who wara amployad, $5 parcant of rapayara had found 
joba ralatad to thair schooling, whila only 30 parcant of 
dafaultera could find amploymant ralatad to thair aducational 
programs. (Lain, Rickards, and Wabatar, p. 6) [Notai Sine* only 
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the more stable defaulter! were located for the survey, the 
actual divergence between repayera and defaultera ia probable 
even more significant.] 

The federal government ia not doing any favor for the 
disadvantaged student seeking to better himself /herself by 
allowing that student to become heavily indebted and trained for 
a dead-end occupation* Since the federal governnent certifies 
the school's eligibility and the state approves the schools' 
license, both share an obligation to protect that disadvantaged 
student . 

D. Efforts Through State Licensing! Texas 

In Texas we are trying to offer that protection* House 
Speaker Pro Tempore Wilhelmina Delco introduced a comprehensive 
bill to better regulate proprietary schools in Texas* (Although 
the bill was unsuccessful in the regular session we are hopeful 
that the bill will emerge in the current special session*) This 
bill would require schools to provide prospective etudents with 
information regarding the (1) starting range and reported average 
salaries for prior year's graduates, (2) current job placement 
and employment rates, and (3) market and job availability* 
[Section 1*17 subsections 32*402 (12), (13), and (19)] Further, 
the bill would authorise the state agency to use labor market 
information in evaluating license renewals and new license 

KcCormick -22 



ERIC 



196 



Application*, 

Station 32*404 (b) In determining whether to renew 
• license to operate, the administrator shall 
consider the completion, placeman t, and employment 
rates of students of the courses, (c) Before a 
school may begin offering a new course of study for 
students, the school must show the administrator the 
opportunity for jobs for graduates of the course and 
the possibility of placement or employment. 

(Texas H.B. 2861 by Delco, proposed Texas Proprietary 
School Act, 1991.] 

These are the types of standards which are necessary to 
protect students and lower defaults. But Texas and most other 
states have no such laws in place. Since defaults have little 
effect on state licensing agencies, states have Insufficient 
incentive to pass strong regulatory legislation. Given its 
annual multi-billion dollar investment, the federal go v e rn ment 
must step in by adopting rigorous standards for eligibility which 
include labor market criteria* Establishing minimum federal 
standards for state licensing agencies would be a step in the 
right direction. 
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Establishing market sensitive eligibility requirements will 
not only hi, o reduce defaults , but will also presets a bsttsr 
trained workforce. America is experiencing a mismatch of skills 
to jobs* Nsw York Telsphons recently tested 57,000 applicants 
only to find 2,100 had the needed skills for its posted 
positions. f America'« Chfflfif Hiqh S&Uii <>* Wacraal. 
National Center on Education and the Economy, Rochester, NY, 
1990, p. 23.] In California, aircraft manufactures have 
developed joint training progress because outside training 
providers were not meeting their need for skilled workers, 
f jtaerlca's Cholcet High Skillf me MM MMtili National Center on 
Education and the Economy, Rochester, NT, 1990, p. 23.] 

To meet these labor market needs, certain occupations must 
be designated as priorities. Proper incentives need to be 
developed to encourage schools to fill these priority 
occupations. In the absence of ench incentives, schools will 
continue to offer courses in catchy, easy-to-market fields such 
as bartending, casino dealing and truck driving — regardless of 
tho level of demanu for these occupations. 

E. Recommendations 

Labor market analysis can be incorporated into the 
eligibility process in a variety of ways. Strict standards could 
be established by ED in consultation with labor market experts 
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which cover average wages, unemployment rates, ratio of student 
•lots to projected nuaber of job openings or other criterion 
deemed important. Since labor markets vary greatly by state, 
perhaps the state-based approach used in Voc Ed and jtpa Is most 
appropriate. State labor market standards could be required of 
state licensing agencies or government could be given the 
authority to establish these guidelines within general parameters 
set by ED. The quality of state-specific labor market 
information has greatly improved over the past five years. Bach 
state now has a comprehensive Occupational information System 
that the State Occupation information Coordinating committees 
operate; those could prove helpful to whoever establishes state 
standards • 

instead of setting strict numerical standards — which may 
be inappropriate for some states — ED could outlin«^j>roceduree 
in accordance with which states, through government of state 
licensing agencies, would establish labor market standards. The 
method by which the State of Texas determines priority 
occupations might serve as a model for how a state-based system 
might work. 

Under state law, the State Board of Education must develop a 
master plan for secondary and post secondary vocational education. 
[(Tx. Ed. Code Sec 21.113(b))] A central feature of this 
masterplan is the development of a list of Priority Occupation. 
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The first of thru step* in this process is ths creation of a 
"starter list" using objective analysis based upon ths most 
current labor market information. Ths starter list has 
"occupation with at least 500 projected annual average openings 
to 1995, are not expected to experience a decline in overall 
growth, have a training time within a period of over three months 
through four years, and have a wage rate of at least $6 per 
hour." Memorandum from Commissioner of Education for the state 
of Texas, William N. rirby, to the Texas State Board of 
Education, January 19, 1991, p.l)* 

A panel of labor market experts reviews the starter list and 
makes additions or deletions as necessary* This panel is 
distributed according to public /private sector affiliation, sex 
and ethnicity and geographic region. Finally „ the State Board of 
Education maintaining discretion regarding occupations placed on 
the final list. This process generates a list of 30-40 
occupations considered crucial to the economic well-being of the 
state • 

The state tries to focus its resources on educating students 
for work in these Priority Occupations. Priority Occupations 
remain on the list for five years and then must be reevaluated. 
Occupations not on the list remain eligible for state resources, 
but providers must supply convincing additional information on 
why their fields should receive priority support. The process 
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keeps education providers responsive to the moit current labor 
market trend* without completely cutting off training providers 
who have substantial capital Investments in non-priority 
occupations . 

The Triad has failed. Accrediting agencies were never 
designed to police student aid administration and should not 
serve as the gatekeepers to the federal programs. The federal 
government should assert its authority in this area and establish 
standards for the public good. 

For schools explicitly offering occupational training , Title 
IV, hea eligibility and recertlflcatlon should be as rigorous as 
the itandards set up for other federal training programs and by 
several states. Congress should consider creating a system of 
tiered eligibility. Schools that clearly train students for 
priority occupation should have full access to Title IV funds j 
other schools which train students for occupations which show 
less promise and increased likelihood for default would be 
eligible for lesser amounts. Perhaps three tiers would be 
needed i high, medium and low priority occupations with 
corresponding degrees of eligibility of 100%, 75% and 50%. 
Minimum standards could also be s*t to prevent schools fro* 
abusing federal money and to protect student consumers. 



McCormlck -27 



ERIC ZVH 



20i 

P. Conclusion 

The HSA provides billions o£ dollar* each year to encourage 
students to pursue postsecondary education training. An Industry 
of training providers has responded to this federal support by 
creating education program which attract hundreds of thousands 
of students aach yaar. But with no direction froa the federal 
government, training providers hava no responsibility to train 
studants for occupations with sufficient job opening. Many 
studant enroll, agree to a substantial debt, and study hard only 
to find no Job openings when they gradti <te. Feeling ripped-off 
by their school and too poor to Mat their loan payaants, these 
students typically default on their federally backed loans. At 
the saae tiM, employers — like those California aircraft 
Manufacturers — can't find skilled workers for their businesses. 
Precedents exist for the use of labor market standards in federal 
and state training progress and processes are in place for their 
implementation. The federal government should own up to their 
responsibility for this massive investment in the future 
workforce. 

Student loans can help provide equal educational 
opportunities to needy students. In the happiest of scenarios, 
the student achieves his/her educational goals, finds a good job 
and repays the loan. He are vary fortunate that this is the 
typical course of events. But student loans also entail risk and 
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too of ton load to financial ruin. A worker was laid off from a 
job ho had hold for six years. Doaporato to support hia family , 
ho onrollod in a truck driving course* Aftor Maintaining porfoct 
attendance, avoraglng 94% for tho courao and scoring a 100% on 
tho Department of Transportation exam, thla atudont atlll could 
not find a job. Employers wanted workers with at loaat ono year 
of truck driving experience. Tho achool provldod no auch 
apprenticeship program. Tho atudont was loft off worse than whan 
ho bogan - bankrupt and batrayod . Ploaao approciato tho 
frustration I fool whan I road hia lottor — and tho doson othors 
X rocoivo oach month — "... wo owo a lot of monay for 
nothing I . . . Row long will hard working familioa liko mina bo at 
tho msrey of thoao docoptivo schools? ... Who can halp?... Can 
you hoip us? If you cannot , can you at loaat try to provont this 
from happening to othor unsuspecting familioa?" [Letter from 
Rick Gatewood, former HTA Truck Driving School student, June 13 # 
to Lloyd Bent sen, at al. ] 
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LETTER OF TRANSMITTAL 



The Honorable Ann Richards, Governor of Texas 

The Honorable Bob Bullock, Lieutenant Governor of Texas 

The Honorable Gib Lewis, Speaker of the House of Representatives 

Members of the 72nd Legislature of Texas 



Members of the 72nd Legislature: 

On behalf of the thirteen members of the Joint Interim Committee 
on Proprietary Schools, we are pleased to submit this report of 
our findings and recommendations, regarding the proprietary 
school community in Texas. 

This Committee has made a comprehensive study of the issues set 
forth in the "Charge" required by Senate Bill 417, passed by the 
71st Legislature. Our study included input from proprietary 
schools in this State; from agencies which license, regulate, or 
monitor proprietary schools in Texas, and other states; from 
various branches of the United States Department of Education, 
and regional and state educational institutions and governing 
entities; from the accrediting bodies in the nation; and from 
media and business communities interested in improving the 
proprietary school environment. We are gratified by the support 
we received from a vast number of persons affiliated with the 
public sectors of government, private sectors of enterprise and 
industry, academic arena, proprietary school community, and the 
interested citizenry of Texas and the country. 

This wide array of cooperation lead to the formulation of the 
recommendations for action contained herein. The report is a 
joint endeavor of many dedicated parties who made valuable 
contributions to our study; and who share in our goal to improve 
the access, achievement and accountability of proprietary school 
training for those Texans seeking this alternative approach to an 
enhanced education and quality of life. 

We believe this Report of the Joint Interim Committee on 
Proprietary Schools will be of benefit to you, and to the 
citizens of our great State of Texas. And we trust you will 
receive it in the same "spirit of excellence" it embodies for 
proprietary school education in Texas, as is genuinely proffered 
by each of us who are proud to respectfully deliever it to you, 
on this 25th day of February, 1991. 





Representative Wilhelmina Delco 
Co-chair 
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Letter of Transmittal, cont*d. 



Members of the Joint Interim Committee on Proprietary Schools: 




Sep. Harold V. Dutton 

*** Mr. Colvin voted "NO" 

on Recommendations 12 & #3, 
in the section entitled 
Quality in the Educational 
Experience . 
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MISSION STATEMENT 



The "i 



'Charge 99 to the Committee 



The Texas Education Agency Sunset Legislation S.B. 417, Artlde IV. Proprietary Schools. Section 
433 -"Creates an Interim Committee to evaluate the system used to regulate courses offered by 
proprietary schools. The Committee must report findings to the 72nd Legislature. The Committee 
must consider the policies of the Texas Education Agency, the Texas Higher Education Coordinating 
Board, and other involved agencies, regarding proprietary school programs; including on-site 
evaluation of facilities, qualifications and continuity of staff, student admission and recruitment 
procedures, placement of proprietary school graduates, counseling and support services for 
students, loan default rates, dropout rates, reasonableness of requiring schools to distribute cost 
comparison information, consistency of course hou; lengths and content between proprietary 
schools and other schools, and uses of degrees by proprietary schools. The Committee will consist 
of die House Higher Education Committee Chair; the House Public Education Committee Chair; 
the Senate Education Committee Chair; the Coordinating Board Chair; the Texas Education Agency 
Commissioner; one senator, one proprietary school owner, and two public members, appointed 
by the lieutenant Governor; and one representative, one proprietary school owner, and two public 
members appointed by the Speaker". 

The members of the Joint Interim Committee on Proprietary Schools are: Co-chair, Representative 
Wilhelmina Delco, House Higher Education Committee Chair; Representative Ernestine 
Glossbrenner, House Public Education Committee Chair; Senator Carl Parker, Senate Education 
Committee Chair; Dr. Dale Campbell, Assistant Commissioner for Community Colleges and 
Technical Institutes, Texas Higher Education Coordinating Board; and Dr. Tom Anderson, Deputy 
Commissioner, Texas Education Agency. Members of the Committee appointed by the Lieutenant 
Governor are: Co-chair, Senator Bill Haley; Thomas E. Col vin, DeVry Institute of Technology; Dr. 
Lee Murdy, Compaq Computer Corporation; and Bruce Aumack, IBM Corporation. Members 
appointed by the Speaker are: Representative Harold Dutton; Paul Ellis, Jacki Nell Executive 
Secretary School; Luden Rouze, Bell Helicopter Textron; and Lorin Boswell, Attorney at Law. 
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INTRODUCTION TO PROPRIETARY SCHOOLS 

Each year, over 75,000 students enroll in the over 1800 proprietary schools in Texas. These "for- 
profit" institutions train students in a variety of technical and vocational areas with the goal of 
infusing H work-ready" applies? *« into our ever increasingly specialized Job market. Private 
proprietary schools offer coursework in accounting, computer science, cosmetology and barbering, 
welding, auto mechanics, fashion merchandising and design, secretarial and office occupations, 
electronics, and plumbing. They educate assistants in the medical, dental legal and veterinary 
fr'ds. Students become skilled in building nuinfcnance, air conditioning, heating and refrigeration, 
rv estate, mortuary science, drafting, securities, insurance, travel art, landscaping, interior design, 
and communications. They may also be trained as bartenders, models, actors, law enforcement 
officers, printers, or commercial truck drivers. 

One-third of the private career training schools in Texas are regulated and licensed by the Texas 
Education Agency; the remainder by the Texas Cosmetology Commission, Board of Private 
Investigators and Private Security Agencies, Commission on Law Enforcement Officer Standards 
and Education, Real Estate Commission, Beard of Barber Examiners, Department of Health, 
Polygraph Examiners Board, and the Texas Funeral Services Commission. Schools exempted from 
regulation include, but are not limited to, tax-supported or non-profit schools and colleges and 
universities awarding higher degrees. Hie "triad" of regulatory authority, extending beyond the 
state licensing agents, includes the VS. Department of Education and the various accrediting bodies 
across the nation. Proprietary schools are privately funded. Very little state money is used to 
subsidize the operation of these schools; and the cost of their regulation comes solely from fee 
assessments on the schools. Students of proprietary schools have access to federal funds in the 
form of grants and loans; and many schools participate in the Guaranteed Student Loan Program. 
The Texas Guaranteed Student Loan Corporation is a public non-profit corporation set up to act 
as guarantor on student loans. 

To meet the challenges of today's volitile working environment, one must be able to acquire 
marketable skills and update professional training. The proprietary school system has shown an 
ability to respond rapidly to the needs of industry and communities. And many students have 
achieved meaningful employment as a result of the training they were provided by this system. 
Private vocatiorud-teduiical schools offer a diverse Job-oriented program agenda, designed for both 
men and women dedicated to die pursuit of exciting and rewarding careers which can best be 
achieved by education beyond the traditional secondary level, yet outside the directives of Junior 
or senior colleges. 

There are a number of excellent proprietary schools in Texas, accountable for the delivery of 
critical services to a population which, appropriately, seeks this optional avenue to post-secondary 
education. 

The Joint Interim Committee on Proprietary Schools welcomed the cooperation and support of 
many dedicated parties involved with proprietary schools who desire to share in the 
accomplishment of our goal to improve the quality of proprietary schc*v education for all the 
citizens of Texas. 
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PREAMBLE 



To the credit of the Legislature, in its wisdom and foresight when promulgating the "Charge" to 
the Joint Interim Committee on Proprietary SchooMhe ten areas mandated for study were those 
which arose most frequently in the testimony of over one-hundred persons appearing as witnesses 
at eight public hearings. Our comprehensive study included site-visits to fourteen proprietary 
schools. Several work sessions and subcommittee meetings were held; and members reviewed 
over two-hundred documents impinging on virtually every aspect of the proprietary school sy stem 
in Texas. Our inquiry into this rapidly evolving industry revealed issues of concern peripheral to 
those committed in the Charge. Thus, we have included sections on the Number of Agencies 
Governing Schools, Financial Accountability, and Consumer Information. 

The Committee used a collaborative approach in addressing die thirteen issues of our focus. 
We recognize that success in postsecondary education is keyed to three major components: access, 
achievement and accountability. Herein, we evaluate the responsibility of institutions to provide 
access to education; we trace the subsequent achievement of those trained to garner productive 
employment; and we examine the accountability of schools in their management capacity and 
the status of their financial apparatus, and of governing bodies in their oversight and regulatory 
functions. The denouement of the Epilogue includes our goals and priorities for meeting the 
challenges ahead. And, we offer a resolution enabling us to continue our monitoring of the 
p oprietary school system in Texas. 

"Hr initial study has focused on regulation by the Texas Education Agency as authorized in the 
S > et Legislation of Senate Bill 417. The reader is apprised that the Texas Proprietary School Act, 
aws' recently amended by S.B. 417, applies to those schools regulated by the Texas Education 
Xfi* *y. These are only one-third of the private career schools operating in the state. Our mandate 
. >-\\ to examine die oversight functions of all agencies involved in proprietary school regulation, 
lo du otherwise would have been to side-step our responsibility to the dtizens of Texas. In this 
light we have directed our recommendations, in most instances, to licensing agencies" that issue 
licenses to operate proprietary schools under die auspices of the State of Texas. ClariflcaHon in 
the section of this report endued Number of Agencies Governing Schools details our intent in this 
regard. More time is required if we are to accomplish a thorough exploration of licensing boards 
and commissions in aggregate. We seek the benefit of future inquiry in the resolution to facilitate 
the ongoing process necessary if we are to reform and refine this volitile arena of education in 
Texas. 

Proprietory schools are uniquely positioned to open doors to students who otherwise might 
have no chance for success. They are, as "for-profit 11 institutions, symbolic of certain values held 
in high esteem in America. It is, however, important for proprietary school operators to understand 
that the "rights" which enable them to participate in a free-enterprise system must justly encumber 
them with die responsibility attendant on those rights. If they are to partake in the "American 
Dream", then their endeavors must be couched in a philosophy that does not in any way preclude 
the fulfillment of that dream by tho«e who come in search of the "embellished" quality of life often 
promised to them. 
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Forward strides will be made when the TEA Sunset Legislation of Senate BUI 417 is fully 
implemented. Yet, the evidence in our study points to an imperative for formulating solutions 
now to certain problems we encountered, and then seeing to »heir discharge. Surely, this will 
positively effect students and taxpayers, and thwart the activities of unscrupuluos operators who 
impede the ability of legitimate schools to exercise their proper roles. Many proprietary system 
participants Join with us in our task to vouchsafe the reasonable expectation for education, and to 
maintain the vigilance required if we are to protect and expand the delivery of quality vocational 
and technical training programs. Their concern and assistance wa-. an added value to our work 
and enhanced the credibility of the recommendations we pose. 
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ACCESS TO EDUCATION 
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THE NUMBER OF AGENCIES GOVERNING 
PROPRIETARY SCHOOLS 

There are many entities involved in the regulation of proprietary schools; including the U.S. 
Department of Education, the Texas Education Agency, the Texas Guaranteed Student Loan 
Corporation, the Texas Higher Education Coordinating Board, several accrediting agencies, state 
commissions, boards and licensing agencies. This fragmented approach makes it difficult to 
regulate the industry effectively. 

Many proprietary schools participate in federally guaranteed student loan programs, as do 
traditional junior and senior public and private institutions. The Texas Guaranteed Student Loan 
Corporation is a public non-profit corporation set up by the Legislature to act as guarantor on 
student loans. A guarantor is necessary because the U.S. Department of Education will not deal 
directly with the schools or with the participating banks. In addition, the USDB does not always 
reinsure 100 percent, leaving the guarantor with a portion of the liability for defaults. TGSLC 
revenues come primarily from guarantee fees on loans and federal participation. The Corporation 
uses these revenues for administrative expenses and for reserves to cover defaulted loans. The 
Texas Guaranteed Student Loan Corporation has guaranteed almost $3 billion in student loans 
since 1981. 

A proprietary school must go through a three-step process to become eligible for participation 
in the guaranteed student loan programs. The first step in the triad of oversight comes when a 
school applies to a state agency for a license to operate. Once licensed, the school may apply to an 
accrediting agency. There are several major accrediting bodies with operations in various regions 
of the country, and segmented among several fields of specialization such as cosmetology, trade 
and technical schools, health care providers, colleges and universities, continuing education and 
others. The accreditors promulgate standards for proprietary schools, but association by a school 
is voluntary; and accreditation does not carry with it "policing" or enforcement provisions on the 
schools. The Accrediting Agency Evaluation Branch and COPA determine the eligibility of schools 
to participate in the federal grant and loan programs. The school must have the authority of the 
state to operate and be accredited. The state licensing agencies and the U.S. Department of 
Education share regulatory authority over schools. Our study showed that in the past that authority 
has been limited in many instances and regulation has not been effective. 

Approximately one-third of the proprietary schools in Texas are regulated by the Texas Education 
Agency (TEA). The remainder of the over 1800 proprietary schools are regulated by various state 
boards and commissions which operate in a fairly autonomous manner; yet Kike TEA, they rely on 
fee assessments on the schools they regulate for sustenance. Proprietary school regulation, prior 
to the 71st legislative session, was based on minimal compliance with minimal standards. This 
resulted in an increase in the number of low quality schools and had a debilitating effect on students 
who were not being provided with an education of quality or usefulness in the world of work. 
Along with a downturn in the economy, failed efforts to "weed-out" the scoundrels by effective 
and enforceable regulation has been a significant cause of the climb in federally guaranteed student 
loan defaults. It has placed an additional burden on the taxpayer, who was required to contribute, 
in fiscal year 1989, over $2 billion for defaulted student loans. 
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Recently, the US. Department of Education, the Texas Guaranteed Student Loan Corporation, 
the Texas Higher Education Coordinating Board, and the Texas Education Agency have taken 
action to strengthen the reguUtion of proprietary sdwols. TWa has resulted in several Texas schools 
being barred from participation in federally guaranteed student loan programs. The "Charge" to 
the Joint Interim Committee on Proprietary Schools was an added step in the right direction. We 
were asked to examine and evaluate the proprietary school system in Texas; and then, to offer 
recommendations to the Legislature that would improve the regulation and thus die quality of 
proprietary schools. Our review identified several areas where regulation should be strengthened; 
including disclosure of information to prospective students, regulation of courses and programs, 
financial regulation, sanctions available to strengthen regulation, and inconsistency in regulation. 

Proprietary schools cannot be self-policing and need to be regulated. Hie Texas Proprietary 
School Act, which is the governing instrument for schools within the Jurisdiction of the Texas 
Education Agency, is a consumer protection act. The source of income for proprietary schools is 
the consumer - the student. As "for-profit" institutions it might be difficult, without regulation 
and enforcement provisions, for schools to discontinue practices that had resulted in additional 
income. Certainly, proprietary schools should begin with self-governance. And we have evidence 
that many schools are making a commitment to secure their industry's reputation through self- 
imposed standards. For the state's part there must be tighter licensing standards, aggressive 
enforcement of the regulations already on the books, and a more diligent public awareness 
campaign. 

In passing Senate Bill 41 7, the Texas Legislature took a giant leap forward to bolster the regulation 
of those schools under the jurisdiction of the Texas Education Agency. Hie Committee has made 
recommendations throughout this report, wherein we recommend that other licensing agencies 
voluntarily adopt the Act and S.B. 417 amendments that are within their statutory authority to 
implement, as their method for regulating the schools they authorize. Additionally, we have 
suggested measures to further improve the efficacy of agency regulation and proprietary school 
compliance. We believe our recommendations and die guidelines we outline will mutually benefit 
the licensing agencies, proprietary schools, and taxpayer-constituent-student consumers in Texas. 

RECOMMENDATIONS 

1. Compliance with Recommendations 

WE RECOMMEND THAT ALL LICENSING AGENCIES AND PROPRIETARY SCHOOLS IN 
TEXAS IMPLEMENT, WITHIN THEIR STATUTORY AUTHORITY, POLICIES AND 
PROCEDURES FOR REGULATION AND OPERATION WHICH CONFORM TO THE TEXAS 
PROPRIETARY SCHOOL ACT AND SENATE BILL 417 AMENDMENTS ALREADY IN PLACE* 
AND ADDITIONALLY, THAT THEY ADOPT THOSE RECOMMENDATIONS CONTAINED IN 
THIS REPORT. 

2. Resolution to Continue 

WE R ECOM MEND THAT THE RESOLUTION TO CONTINUE THE JOINT INTERIM 
COMMITTEE ON PROPRIETARY SCHOOLS CONTAINED IN THIS REPORT BE ADOPTED BY 
THE 72nd LEGISLATURE. 
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The Committee, if continued, will be allowed the benefit of future inquiry to facilitate the 
following: 

a. A thorough examiiutionofte 
to regulate school*; 

b. Monitoring for compliance with the recommendation that all proprietary schools and 
licensing agencies adopt current law and our proposed recommendations; 

c Further consideration and research surrounding the Issue of Consolidation" and 
proposals which would centralize, coordinate, or perhaps establish dual regulatory 
authority for proprietary schools in Texas; 

d, Closer proximity to progressing initiatives regarding the proprietary school educational 
system, including: 

(1) Sufficient time having elapsed for S.B. 417 amendments to take effect; 

(2) The 1991 Amendments to the Higher Education Act of 1965, resolution of 
Senate Hearings on abuses in the student aid programs, and the USDB In- 
spector General's Audit analysis; 

(3) The Resource Center for State Affairs Compendium Databank of 50-state 
proprietary school law; 

(4) The State Higher Education Executive Officers Association Directory of the 
14-state initiative for proprietary school H model plans". 

References: Appendix M: Sub-Committee Report on Consolidation 
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CONSUMER INFORMATION 

H At issue is the concept of consumer rights and Institutional responsibility. From the perspective 
of the federal government, the taxpayer, who will in the coming year contribute nearly $10 billion 
toward federally assisted student loans and grants, must believe that those hard-earned dollars 
will not be squandered. The students who apply for and receive those dollars must be assured a 
fair and equitable return on their tuition. They must believe they will receive the best education 
possible, resulting in access to better earnings and quality of life in general The students have a 
right, as do American taxpayers, to expect quality from their chosen institutions of higher 
education.*" 

the Texas Proprietary School Act does not have specific procedures concerning counseling and 
support services for students. And although the Texas Education Agency (TEA) Sunset 
amendments and State Board of Education Rules do address certain disclosures schools must make 
which impinge on consumer information and protection, those requirements, in the opinion of 
die Joint Interim Committee on Proprietary Schools, are inadequate both in scope and enforceability. 

Several of those who testified before the Committee spoke to concerns about the lack of 
counseling required of proprietary schools by the various licensing agencies, boards and 
commissions. The Assistant Secretary for Postsecondary Education said one of his major concerns 
was that students are not receiving proper counseling - counseling that would enable them to make 
more informed decisions regarding their postsecondary education choices. Counseling, he believes, 
is probably the worst thing wedo in education. The President of die Austin Association of Private 
Schools told the Committee that, "Requiring consumer information be given to prospective students 
will only help school* who keep and place students."* The Texas Association of Private Schools 
(TAPS) publishes, annually, their FutureCareers Directory: and W i~™H y p.MUh^ . hr^K»^ 
designed to address the need for consumer information regarding proprietary school education. 

The default increase can be attributed, in part, to practices of schools that mislead students by 
their marketing and recruitment activities. In an attempt to circumvent this, the Texas Guaranteed 
Student Loan Corporation (TGSLC) developed an excellent pamphlet, "Your Future: A Practical 
Guide to Financing Your Future/ The "Your Future" Guide is designed to educate students 
regarding their loan responsibilities and help them make the right career moves and decisions 
about choices in postsecondary education. 

Finally, the Better Business Bureau of Austin (BBB) is preparing a comprehensive guidebook, 
dealing with consumer protection issues regarding Proprietary Schools. The guidebook will be 
targeted to students and high school counselors. It will contain information about things students 
should look for, and look out for, when selecting a career training school. It will contain a set of 
industry standards and a provision for a complaint settlement mechanism. The BBB hopes to draw 



m Haynes, Dr. Leonard L„ Assistant Secretary of Postsecondary Education, United States 
Department of Education: Testimony before the Committee's Public Hearing, March 19, 1990, 
Austin, Texas. 

* Ward, Jackie, Director, Jacki Nell Executive Secretary School: Testimony before the Committee's 
Public Hearing, October 4, 1990, Austin, Texas. 
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attention to those features which distinguish an ethically-operated school from one engaging in 
practices that arenotethiad, aid nuyero 

to do their "homeworV in selecting a school by finding out about the emplo ymen t prospects they 
can anticipate as a mult of responding to the advertisements and promotions made by the school. 

These efforts by interested organizations are to be applauded. However, the primary 
responsibility for consumer protection lies with the state's licensing agendea. Schools cannot 
participate in federal monies directed toward student aid unless they are accredited. TTiey cannot 
become accredited unless they are licensed by their state regulatory bodies. It is obvious then, 
that leaving to others what is rightfully the responsibility of the state's licensing authority, is no 
longer acceptable. THE BUCK STOPS HERE - at the door of the Legislature. Our recommendations 
will specifically outline the information schools must disclose to students, and strengthen the 
present requirements of the agencies on proprietary schools. The State of Texas then, by passing 
legislation to enforce our recommendations, will take up the banner of consumer protection which 
rightfully belongs in their hands. 

RECOMMENDATIONS 

1, Pre-Enrollment Catalog 

WE RECOMMEND THAT A CONDITION OF LICENSING OR LICENSE RENEWAL SHALL 
BE THE SUBMISSION TO AND APPROVAL BY THE LICENSING AGENCY OF APRE- 
ENROLLMENT CATALOG (PEC). 

Students in TEA schools are required to sign a Receipt of Enrollment Policies Form, stating the 
student received all the information and policies of the school. However, student interviews 
indicate that in-depth information is not being passed to the student. Schools must be required, 
among other thing*, to clearly identify ail monies paid by or on behalf of the student; and the 
student must be apprised of the repayment provisions. 

Hie cost of providing a copy of the PEC for each prospective student shall be borne by the 
recruiting school. The required contents of the PEC are enumerated in Appendix D. The Pre- 
Enrollment Catalog shall be delivered to the prospective student by the recruiting school in such 
time or manner as to provide the prospective student ample opportunity to read the PEC before 
signing any contract or enrollment agreement and before being accepted by a school for any 
course of study, loan c <• ther program . A signed document by the student, verifying that the PEC 
was received by said student in a timely manner, that the studer t was given ample time to discuss 
the FEC with school personnel, and that the student understands the contents and implications of 
the PEC, must be copied to the student and the student's permanent file at the school. 

2. Complaints 

WE RECOMMEND THAT ALL SCHOOL AND LICENSING AGENCIES ADOPT GRIEVANCE 
PROCEDURES AND A MECHANISM FOR RESOLUTION OF COMPLAINTS. 
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Sunset amendments require TEA schools to furnish prospective students with information about 
how to contact TEA with complaints, and to display a sign explaining how to direct complaints to 
the Agency. We recommend all state licensing agencies do now adopt this policy. We further 
recommend that all state licensing agencies be required to collect and be prepared to report 
complaints made against any school or any person affiliated with a school under its Jurisdiction; 
that the availability of these complaints about the school and/or school personnel be disclosed to 
the student prior to enrollment; that notice of said availability of complaints against the school 
and/ or its personnel be on the sign (which must be displayed in a conspicuous place in the school) 
about how to direct complaints; and, that said complaint information be provided to the prospective 
or enrolled student upon request The licensing agency must inform affected parties of all 
complaints, the status of complaints, and other information relating to complaints. Hie school 
must keep a record of complaints made against said school or its personnel in the secured records 
of the school. Hie availability of complaints against a school and/or any of its personnel, and the 
method whereby one may enter complaints about said school and/or any of its personnel, must 
appear in the PEC. 

Each TEA regulated school must have a grievance procedure and a mechanism for resolving 
complaints approved by TEA prior to being licensed to operate. The Better Business Bureau's 
arbitration program has received formal approval by TEA in settling student complaints. We urge 
all state licensing agencies and proprietary schools to adopt similar procedures and policies 
regarding grievances and a mechanism for resolutions. The school's grievance procedures and 
mechanism for resolving complaints must be disclosed to the prospective student in the PEC. 

3. Cost Comparisons 

WE RECOMMEND THAT ALL PROPRIETARY SCHOOLS BE REQUIRED TO PROVIDE COST 
INFORMATION TO THEIR RESPECTIVE LICENSING AGENCIES SIMILAR TO THAT 
REQUIRED OP TEA SCHOOLS. 

S.B. 41 7 requires TEA to prepare cost comparisons of similar courses offered by TEA proprietary 
schools and other institutions, and to provide this cost comparison information to students upon 
request. TEA schools are required to provide cost information to the Agency; and TEA has entered 
into an agreement whereby the Texas Higher Education Coordinating Board (THECB) will assist 
the Agency in compiling cost information data on public and private institutions offering vocational 
and technical training similar to that provided in the proprietary school. Accurate and equitable 
cost comparisons of like programs among institutions is a critical issue from the standpoint of 
student consumer protection. Yet cost is only one of several factors which influence a prospective 
students choice of an institution. Any cost comparison information provided by licensing agencies 
should include a listing of these factors, and encourage the prospective student to investigate each 
with all schools they are considering. Additional factors include class size, facilities and equipment, 
employment and placement rates, length of programs, faculty qualifications, and employers of 
graduates. 



11 



227 



220 



4. Loan Counseling 

WE RECOMMEND THAT ALL PROPRIETARY SCHOOLS BE REQUIRED TO CONDUCT THE 
"SPECIFIED" LOAN COUNSELING ENTRANCE INTERVIEW AS A STEP DURING THE 
ENROLLMENT PROCESS WITH EACH PROSPECTIVE STUDENT SEEKING A LOAN; AND 
RECONFIRM THE COUNSELING AT THE TIME OF THE INITIAL DISBURSEMENT OF ANY 
FUNDS. 

Many complaints are received because students are not fully informed of their rights and 
obligations concerning student grants and loans. We believe all proprietary schools should be 
required to conduct the "specified" Loan Counseling Entrance Interview with each prospective 
student seeking a loan, during the enrollment process; and reconfirm the loan counseling at the 
time of the initial disbursement of any funds. The "specified" Loan Counseling Entrance Interview 
shall be conducted by the school's "trained" Financial Aid Officer/Counselor; and shall include, 
but is not limited to the following: 

"SPECIFIED" LOAN COUNSELING ENTRANCE INTERVIEW 

a. All rights and responsibilities of the student as a borrower; 

b. A thorough explanation of what a loan is, and how important it is for the borrowing 
student to repay the loan; 

c. Total cost of the program in which the student will be enrolled; 

d. Availability of other forms of financial aid, grants and part-time work; 

e. Starting wage and average salaries of those in occupations for which the student will be 
trained; 

f. The job placement service available, if any; and the success rate of students finding gainful 
employment who attended the school and were enrolled in the program for which the 
student is targeted; 

g. The prospective student must be given, by the school a copy of the TGSLC "Your Future" 
Guide, at least 72 hours prior to enrollment, and before any student loan is approved; 
and sufficient time for full understanding by the student must be accomodated in a 
counseling session with the school's "trained" Financial Aid Officer/Counselor; 

h. A signed document from the prospective student stating they have received the "specified" 
Loan Counseling Entrance Interview, and TGSLC Guide at least 72 hours prior to 
enrollment, and have had sufficient counseling to accomodate full understanding of the 
Guide and loan procedures, must be copied to the student, guarantor, lender, and the 
student's school file. 
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The "specified" Loan Counseling Entrance Interview in its entirety must be contained in the PEC. 
We recommend that the cost of providing copies of "Your Future" to each prospective student be 
borne by TGSLC. 

5. Career Counseling 

WE RECOMMEND THAT ALL PROPRIETARY SCHOOLS BE REQUIRED TO DISCLOSE TO 
PROSPECTIVE STUDENTS INFORMATION ABOUT STARTING OR AVERAGE SALARIES. 

Gathering of starting wage and average salary information from employers in the service area 
of the proprietary school and disclosure of said "local" wage and salary information will help 
students decide what career path to take, and will allow those who contemplate borrowing for 
their education access to the type of information critical to their repayment prospects. TEA schools 
are presently required to provide prospective students with placement and employment rates. 
More comprehensive information on the availability of jobs and market surveys to determine the 
type of training desired by industry will help students make better career choices, and will assist 
them in deciding which educational institution provides the best training and education for a 
particular career. The section of this report on Placement of Graduates contains recommendations 
that will further improve the delivery of important job availability information. All wage and salary, 
placement and employment, and job availability and market survey information for each course 
or program offered must be disclosed in the PEC. 

WE RECOMMEND THAT ALL PROPRIETARY SCHOOLS BE REQUIRED TO DISCLOSE STATE 
LICENSING REQUIREMENTS FOR ALL COURSES OFFERED AS PREPARATION FOR 
LICENSING TO PRACTICE AN OCCUPATION. 

Minimal regulation of proprietary school courses in the past has resulted in courses whose hours 
have been inflated to certify for federal loan programs/ courses that do not meet the need and desires 
of industry, and courses that do not meet state licensing requirements or vastly exceed those 
requirements. Disclosure of state licensing requirements will alert students to courses of study 
where hours and cost have been inflated or which will not meet state licensing requirements. 
Proprietary schools are not presently required to collect and disclose information about the 
performance of their graduates on required state licensing examinations. This type of disclosure 
will help students assess the quality of programs and courses of study being offered We 
recommend that all proprietary schools be required to collect and disclose to prospective students, 
this graduate/examination results information on all courses offered as preparation for licensure. 
This career counseling data in its entirety must appear in the PEC. 

WE RECOMMEND THAT THE COMMISSIONER OR DIRECTOR, PURSUANT TO STATUTORY 
AUTHORITY, AND AFTER NOTICE AND UPON PROVIDING AN OPPORTUNITY FOR 
HEARING PURSUANT TO A REQUEST BY THE PARTIES ADVERSELY AFFECTED, SHALL 
REFUSE TO ISSUE, REFUSE TO RENEW, REVOKE, OR SUSPEND ANY LICENSE OR 
SOLICITOR'S PERMIT, AND SHALL PLACE ON PROBATION ANY SCHOOL FOUND TO BE 
IN VIOLATION OF ANY OF THE FOLLOWING PROVISIONS; 
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a. Failure to obtain the licensing agency's approval prior to being licensed, beginning 
operations, or being renewed for continued operation, of the Pre-Enr oilmen t Catalog, any 
and all of its contents or requirements; 

b. Failure to conduct the Loan Counseling Entrance Interview and provide a document from 
the prospective student verifying the interview took place; and further, failure to provide 
a document from the prospective student verifying receipt of the TGSLC "Your Future* 1 
Guide at least 72 hours prior to enrollment in any program; and further, failure to provide 
a document from the prospective student verifying receipt of the Fre-Enrollment Catalog 
in a timely manner and verification that an opportunity for inquiry was facilitated by the 
school's counseling personnel; 

c. Presenting to prospective students information relating to the school which is false, 
fraudulent, deceptive, substantially inaccurate, lacking the comprehensiveness necessary 
for full understanding by the student, or substantially misleading. 



References: Appendix A: Texas Proprietary School Act 



Appendix B: Summary of Senate Dill 417 Sunset 
Legislation and Comparison Chart 



Appendix C: TGSLC "Your Future: A Practical Guide 
to Financing Your Future" 



Appendix D: Pre- Enrollment Catalog (PEC) Requirements 



Appendix E: "Student Complaints" Form (Compiled Responses) 
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ADMISSION AND RECRUITMENT PROCEDURES 

"What can be done to tighten entrance requirements? If entrance requirements are tightened, 
does this defeat the philosophy of access to education and training for everyone? Are we dealing 
with a situation which dictates that anyone can get a guaranteed student loan regardless of whether 
or not he or she is capable of passing the curriculum? If the spirit of the guaranteed student loan 
program is 'training/education for all', then perhaps entrance requirements are not appropriate. 
However, if proprietary schools can make a profit on a student who it can 'shore up' for a while, 
knowing full well that the student will probably not make it, is this being counter-productive? 
Not only do you end up with an uneducated/untrained individual, but you end up with an 
individual who has a significant debt and perhaps some difficulty taking advantage of future 
opportunities because of a defaulted loan.""> 

Entrance requirements were sufficiently tightened by new State Board of Education rules 
adopted in December, 1 989. These new requirements, although "appearinq satisfactory* 1 , have not 
had an opportunity to withstand the test of time. Regardless of whether the rules are satisfactory, 
there are additional actions we can take now that will address concerns about admission and 
recruitment standards and strengthen the consumer protection provisions. 

RECOMMENDATIONS 

1. Truth in Advertising 

WE RECOMMEND THAT LICENSING AGENCIES ADOPT THE FOLLOWING PRINCIPLES 
REGARDING TRUTH IN ADVERTISING, IN ADDITION TO THOSE RESTRICTIONS AND 
PROHIBITIONS ALREADY IN PLACE FOR SCHOOLS REGULATED BY TEA. 

Rules may not restrict the use of a type of advertising medium, size or duration of an ad, or 
advertisement under a trade name. The licensing agency, however, must be allowed to exercise 
its oversight responsibilities to the public; and can do so, we believe, by adhering to the following 
principles regarding truth in advertising, in addition to those restrictions and prohibitions already 
in place: 

a. Schools, agents of schools, and solicitors may not advertise or represent in writing or orally 
that such school is approved or accredited by the State of Texas, except that they may 
advertise that the school has been duly licensed by the state; 

b. Licensing authorities must not use the word "approval* 4 on the certification to operate. 
The terminology must be "licensed" to operate; and schools must display, in a conspicuous 
place, the "License to Operate" issued by the State of Texas for the current year; 



(,) Murdy, Dr. Lee, Committee Member: Questions <?om the Committee to the Texas Education 
Agency, October 12, 1990. 
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c. No school, agent, or solicitor shall make, or cause to he made, any statement of 
representation, oral, written or visual in connection with the offering or publicizing of a 
course, program or school; if such school, agent or solicitor knows or reasonably should 
have known the statement or representation to be false, fraudulent, deceptive, substantially 
inaccurate or misleading. 

2. Commissioned Sales Persons 

WE RECOMMEND THAT THE FOLLOWING ADDITIONAL REQUIREMENTS AND PERMIT 
RESTRICTIONS, TO AUGMENT THOSE CURRENTLY MANDATED FOR TEA SCHOOLS, BE 
ADOPTED BY ALL PROPRIETARY SCHOOLS REGARDING COMMISSIONED SALES 
PERSONS. 

In view of violations in the recruitment of students for proprietary schools based on incentives 
motivated by die number of enrollments, rather than on the number of persons enrolled who have 
a reasonable chance for completion of training, some have suggested that a ban be imposed on a 
school's employment of and reliance on commissioned sales. Appropriately raised, however, is 
the notion that the unprincipled actions of a few solicitors may not warrant such a embargo on all 
those who engage in this time-honored way of earning one's living. Further, transgressions must 
be laid at the feet of manipulative and conscienceless operators, as well as the misguided and 
unrestrained sales persons they employ. Currently, solicitors representing TEA schools must obtain 
a permit from the Commissioner before soliciting students to enroll in TEA schools. There are 
other requirements and permit restrictions imposed on those who recruit prospective students; 
and we seek to strengthen this process by recommending the following: 

a. There shall now and henceforth be a prohibition on the use by schools of commissioned 
salespersons/recruiters, unless these individuals are also paid a reasonable salary as an 
employee of the school; 

b. Any "commission" or fee other than the reasonable salary required to be paid, shall be 
disbursed to the recruiter in increments tied to the length of time the student is enrolled 
and progressing toward completion of the program; and said increments shall be 25% of 
the fee or commission to be paid at the end of each quarter of the student's enrollment 
and successful progression toward completion. 

3. Entrance Requirements 

WE RECOMMEND THAT ALL LICENSING AGENCIES ESTABLISH MINIMUM ENTRANCE 
REQUIREMENTS, AND REQUIRE SCHOOLS IN THEIR JURISDICTION TO SUBMIT SAID 
ENTRANCE REQUIREMENTS FOR THE AGENCY'S CRITICAL REVIEW AND APPROVAL. 

The House Version of S.B. 417 would have authorized TEA to establish minimum entrance 
requirements for prospective students of TEA schools. It was believed, by some, that if TEA actually 
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set the standards for admission to various courses of study, this would allow for consistency and 
for greater consideration of industry needs in setting the standards. That version was altered by 
Conference Committee Action, and requires TEA schools to submit their admission standards for 
approval, rather than having TEA establish the standards. If then it is within the school's purview 
to set admissions criteria, it is incumbant on the licensing agency to be critical in its review and 
approval process. And both parties, the schools and the agencies, should seek more feedback from 
industry to help determine what employers require in the preparation of workers. Increasingly, 
there is a need for industry input in this and many other areas of the vocational and technical 
training arena. In subsequent recommendations concerning placement of graduates, we shall 
encourage schools to consult, via Advisory Councils, on issues critical to improvement of the 
system. All the requirements apposite to entrance requirements and enrollment policies shall 
appear in the school's Fre-Enrollment Catalog: 

a. Entrance requirements must be specific and sufficient to provide that students who are 
allowed to enter a program will have a reasonable chance of completing it. Specific 
entrance examinations and required entrance level scores must be defined by the licensing 
agencies for all students, and administered upon enrollment. These examinations are not 
to be restricted to ability-to-benefit students. Remediation may be necessary even for the 
high school or equivalency graduate. If the necessity for remediation is revealed, for any 
student, then the school must implement a plan to encourage progress of the student's 
competency and performance in basic general education skills; 

b. Each student, ability-to-benefit, or otherwise, should achieve a successful score on a 
standardized *e»i, one nationally recognized as an appropriate and effective vehicle for 
minimum skills testing and high school equivalency, and thus indicating that the required 
necessary remediation has been accomplished; and this successful score should be 
achieved by said student prior to the student receiving a certificate of completion for that 
vocational portion of the program in which the student was enrolled and targeted to 
complete We suggest that schools should consider the TASP, to ensure that students 
enrolled in degree programs have the basic academic skills needed to be successful in 
college-level work; 

c. No school agent or solicitor shall enroll a prospective student when it is obvious that the 
prospective student is unlikely to successfully complete a course instruction or is 
unlikely to qualify for employment in the vocation or field for wu H the training is 
designed, unless this fact is affirmatively disclosed to the prospective student. If then, 
the prospective student expresses a desire to enroll after said disclosure is made to that 
student, the school must obtain a "Disclaimer" signed by the student, which shall read, 
substantially and minimally, as follows: 1 am fully aware that it is unlikely that I will be 
able to successfully complete the course of instruction"; and/or 1 am fully aware of the 
improbability that I will qualify for employment in the vocation or field for which the 
course was designed." The "Disclaimer" form shall be included in the Fre-Enrollment 
Catalog with a citation to the concurrent recommendation from the school that loan 
eligibility be denied; 
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d. If a prospective student is determined as unlikely to successfully complete a course, or is 
unlikely to qualify for employment in the field or vocation for which the training is 
designed, then the school must file, in the student's permanent school record, with the 
TGSLC, and the lender, the "Disclaimer" signed by the student and a concurrent 
recommendation from the school that said student be determined ineligible to participate 
in the guaranteed student loan program. 

4. Ability to Benefit Students 

WE RECOMMEND THAT ALL SCHOOLS ADOPT THE FOLLOWING POLICIES WITH 
REGARDS TO ADMITTANCE OF ABILITY TO BENEFIT STUDENTS, AND THEIR 
SUCCESSFUL MAINSTREAMING INTO THE VOCATIONAL TRAINING FOR WHICH THEY 
ARE TARGETED. 

Current TEA policy requires that for each program, justification shall be submitted to the Agency 
approving the entrance requirements established by the school. All applicants without a high 
school diploma or GED shall be tested. Students without a high school diploma or GED that pass 
the entrance test are considered to have the "ability to benefit" 

Testing alone, however, is not sufficient to ensure that ability-to-benefit (ATB) students will gain 
from the training offered. Schools who admit ability-to-benefit students must be required to provide 
a complete student services program including academic and personal counseling and placement 
assistance. Further, we expect that ability-to-benefit students will achieve levels of success 
comparable to those for other students. Schools not accountable for these achievement objectives 
must be prevented from using taxpayer money, in the form of guaranteed student loans, where 
no legitimate benefit occurs for die student or the community. Our recommendations for admission 
of ATB students and the attendant services required for this uniquely "high-risk" population include 
the following; 

a. Schools which admit "ability to benefit" students must develop and implement a plan for 
counseling ATB students on curriculum, student aid, employment opportunities, and 
remediation in order to retain these students. If a school fails to carry out this requirement, 
the licensing agency shall order the plan to be developed and implemented; 

b. Schools shall be required to have a plan of timeliness for mains treaming ATB students 
into the vocational training for which said student is targeted. The school must provide 
the remediation necessary for the student to obtain a GED prior to entering the final quarter 
of the vocational portion of the program; 

c. ATB students must be tested upon enrollment, to determine any required remediation. 
The test will provide assurances of what is essential if that student is actually to benefit 
from the course or program. The test must be standardized, and a nationally recognized 
instrument for accurately measuring the minimum skills necessary for one to receive a 
high school diploma; 
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d. Alt requirements and provisions apposite to ability-to-benefit students must be contained 
in the Pre-Enrollment Catalog. 



5. Enrollment Policies 



WE RECOMMEND THAT THE ENROLLMENT AGREEMENT OR CONTRACT USED BY 
PROPRIETARY SCHOOLS SHALL CONTAIN THE FOLLOWING PROVISIONS IN ADDITION 
TO THOSE ALREADY MANDATED. 

To further strengthen the enrollment policies of proprietary schools, we recommend that the 
contract or enrollment agreement used by the school comply with the following provisions 
supplemental to those already mandated: 

a. That it must include a clear and conspicuous disclosure that such agreement becomes a 
legally binding instrument upon written acceptance of the student by the school, unless 
cancelled pursuant to statute; 

b. That it must contain the school's cancellation and refund policy which shall be clearly 
and conspicuously entitled, "Buyer's Right to Cancel"; 

c. That each contract or enrollment agreement shall contain a clear and conspicuous 
explanation of the form and means of notice the student should use in the event the student 
elects to cancel the contract or sale, the effective date of cancellation, and the name and 
address of the seller (school) to which the notice should be sent or delivered; 



d. That the enrollment contract or agreement must be contained, and all provisions and 
requirements thereto shall appear, in the PEC; 

e. That the total cost of the course including tuition and all other charges shall be clearly 
stated; 

f . That it contain notification that the fair market value of equipment or supplies furnished 
to the student, which the student fails to return in condition suitable for resale within ten 
business days following cancellation may be retained by the school and may be deducted 
from the total cost for tuition, fees and other charges when computing refunds. Any 
overstatement of the fair market retail price of any equipment or supplies furnished the 
student shall be considered inconsistent with this provision; 

g. That if a student's enrollment in a school is canceled for any reason, the school shall notify 
any agency known by the school to be providing financial aid to the student of such 
cancellation within 30 days; 

h. That the name and description of the courses, including the number of hours or credits of 
classroom instruction and/or home study lessons, shall be included; 
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i. That no contract or agreement shall contain a wage assignment provision and/or a 
confession of judgement clause. 

Immediately upon signing of the enrollment agreement or the contract by the prospective 
student, the school shall furnish the prospect an exact duplicate copy of said enrollment agreement 
or contract, and it shall be copied to the student's file. 



References: Appendix F: Questions Posed to Texas Education Agency 

by the Committee and the Agency Responses 
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GUARANTEED STUDENT LOAN PROGRAMS 
AND DEFAULT RATES 

The national guaranteed student loan program was created in 1965, as a way of removing 
financial barriers to opportunities in higher education. In 1976, the Higher Education Act 
Amendments added financial incentives encouraging states to establish guarantee agencies who 
would administer the guaranteed student loan program at the state leveL The Texas Guaranteed 
Student Loan Corporation (TGSLC) was created by the Texas Legislature in 1979. This public non- 
profit entity was charged to administer the federal guaranteed student loan program in Texas; 
and to guarantee student loans made by financial institutions and the Texas Higher Education 
Coordinating Board against death, disability or default of the borrower. TGSLC is not a stateagency 
and receives no appropriations of state hinds. Start-up money was appropriated by the Texas 
Legislature in the sum of $1.5 million from the federal special lender's allowance fund at the 
Coordinating Board. Additionally, TGSLC was eligible to receive two types of federal advance 
funds made available for the purpose of helping regional guarantee agencies get established and 
build adequate reserves. 

The main function of TGSLC is to guarantee student loans under the terms of the federal 
guaranteed student loan program. It is also responsible for helping lenders prevent defaults on 
loans, for processing lender claims once a default occurs, and for collecting claims on defaulted 
guaranteed student loans. Finally, the federal guaranteed student loan program statutes require 
that each state designate a lender of last resort, either the guarantee agency itself or another eligible 
lender in the state, through an agreement with the guarantee agency. TGSLC was designated this 
state's lender of last resort by the Legislature in 1985. The lender of last resort provisions require 
TGSLC to make a guaranteed student loan to any eligible student H to the extent funds are available" 
who certifies that no other eligible lender in the state, nor the Texas Higher Education Coordinating 
Board, is willing to make a guaranteed student loan to said student. The corporation has operated 
successfully without state appropriations, has built up a loan insurance reserve fund of 
approximately $25 million, and has not incurred any liability for the state. 

The target population for guaranteed student loans was originally middle-income borrowers, 
with poor students being served by grants. However, the ratio of availability for loan and non- 
loan aid has virtually reversed itself over the past 10-15 years; from 80% Grant and College Work 
Study and 20% Loan during the mid to late 1970s, to 80% Loan and 20% Grant and College Work 
Study today. While not specific to the topic of proprietary schools, a policy issue central to the 
default debate is this imbalance of loan and non-loan student financial assistance. To compound 
this situation, guaranteed student loans are now reserved almost exclusively for low income 
students. Last year, 67% of the student loans guaranteed by TGSLC went to students with annual 
family incomes of less than $10,000. This has had a profound impact on the proprietary school 
community. High default rates are significantly linked to the fact that loans are being made to 
high risk students. And these are the same students who have a propensity to choose proprietary 
schools as their postsecondary alternative. 

Additionally, Texas is one of fifteen states that does not permit proprietary school students access 
to state financial aid programs for education. Until Congress changes the focus of the guaranteed 
student loan program to an educational loan program for credit worthy borrowers and 
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proportionally increases grant programs to supplement poorer students, loans will continue to be 
the prime source of student aid for lower socioeconomic segments of the population, and defaults 
will increase. 

Recently, public attention has been focused on the unscrupulous practices of some proprietary 
schools who lure die disadvantaged and poorly educated into taking out federally guaranteed 
student loans for an education that: 

— they are unable to benefit from; 

— they could obtain elsewhere, such as a community college, and at a lower cost; 

— is poor in quality, sometimes not meeting the necessary licensing or certification 
requirements of industry; 

— does not result in the "high-paying" jobs promised; and/or 

— is not necessary for the intended field of work. 

A student emerging from one of these schools may not find employment at all, or may have to 
take a low paying job that does not permit loan repayment. This student will often default on the 
loan and thus incur a negative credit history. The student will be prevented from obtaining student 
loans in the future, and will thus have limited access to further education. And, they may also be 
barred from acquiring a professional license from the state. 

The hammer of negative financial impact continues to fall beyond the defaulting student 
borrower onto the taxpayer. In fiscal year 1989, taxpayers paid over $2 billion nationally to cover 
defaulted student loans. Approximately $100 million was for defaults in Texas. Hie Committee 
is aware that many proprietary schools provide a valuable service to the public and to industry. 
However, some schools have failed to carry out their mission to adequately educate the high-risk 
student who comes in search of a better and enhanced lifetime opportunity. If these marginal and 
low-quality proprietary schools are not eliminated or improved, the entire industry will suffer. 

What is being done? Recent initiatives were taken to strengthen regulation at the federal and 
state level, with a view toward reducing the cost to taxpayers and improving the quality of 
education. Congress has enacted legislation to restrict participation in the federally guaranteed 
student loan program. And, the Reauthorization Act will contain a structure designed to minimize 
defaults, by prohibiting from participation in the guaranteed student loan program any school 
whose default rate, over die past three years, has averaged 35% or above. Since 1988, TGSLC has 
enforced emergency suspensions and compliance reviews for schools with default rati* exceeding 
30%. TGSLC monitoring begins when the default rate readies 20%; which is also the point at which 
federal laws call for the school to submit a default prevention plan. 

These efforts have contributed to reducing default rates which now average 15.5% in Texas 
schools, public and private. Proprietary school default rates remain the highest among Texas 
educational institutions. Finally, House Bill 715 and Senate Bill 417 of the 71st Legislature have 
affected both TGSLC and die Texas Education Agency* s efforts to reduce default rates. We believe 
the recommendations made by this Committee are pragmatic augmentations to the actions 
undertaken by others which address this complex multi-f adted problem, shared by a myraid of 
partidpants and affected parties. 
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RECOMMENDATIONS 

WE RECOMMEND THAT THE DEADLINE FOR REFUNDS BY SCHOOLS TO STUDENTS BE 
EXTENDED TO 60 DAYS; AND THAT THE COMMISSIONER OR DIRECTOR RAISE THE 
INTEREST PENALTY FOR LATE REFUNDS TO A LEVEL WHICH WILL BE A DETERRANT. 

WE RECOMMEND THAT ANY REFUNDS MADE SHALL BE APPLIED TO THE REPAYMENT 
OF STUDENT LOANS FIRST; SECONDLY, THAT THEY SHALL BE APPLIED TO OTHER 
GOVERNMENT AID; AND LASTLY, THAT THEY MAY BE APPLIED TO PERSONAL TUITION 
EXPENDITURES. 

WE RECOMMEND THAT SCHOOLS BE REQUIRED TO NOTIFY TGSLC AND THE LENDER, 
vvOTHIN 30 DAYS FROM THE DETERMINATION THAT A REFUND IS DUE TO A STUDENT, 
OF ANY REFUNDS ALREADY MADE OR REQUIRED TO BE MADE. 

WE RECOMMEND THATTHE LENDER OR TGSLC BE REQUIRED TO NOTIFY THE STUDENT 
AND THE SCHOOL WHENEVER THAT STUDENTS LOAN HAS CHANGED HANDS. 

Many of the recommendations we have made in this Report are appropriate steps toward 
reducing default rates and will, we trust, alleviate the burden for the student, the taxpayer, and 
the proprietary school system. We refer the reader to those recommendations, as follows: 

1. In the section entitled The Number of Agencies Governing Proprietary Schools: 

— Adoption by all schools and agencies of rules conforming to Senate Bill 417; 

— Adoption by the 72nd Legislature of the Resolution toContinue; enabling the Comndttee 
to study the consolidation issue and pending national initiatives. 

2. In the section of this report entitled Consumer Information: 

— Adoption by all schools of the Pre-Enrollment Catalog; 

— Adoption of grievance procedures and arbitration mechanisms; 

— Adoption of cost comparison compilation procedures; 

— Adoption of the "specified" Loan Counseling Entrance Interview and other loan 
counseling provisions; 

— Adoption of wage and average salary disclosures; 

— Adoption of state licensing requirement disclosures. 
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3. In the section entitled Admission and Recruitment Procedures: 

— Adoption of truth in advertising provisions; 

— Adoption of commissioned salesperson restrictions; 

— Adoption of minimum entrance requirements and loan eligibility "Disclaimer" 
provisions; 

— Adoption of policies regarding ability-to-benefit students; 

— Adoption of enrollment policy provisions. 

4. In the stttion entitled Placement of Graduates: 

— Adoption of requirements for stated retention and employment rates, prior to program 
approval; 

— Adoption of Advisory Council consultation on program quality; 

— Adoption of placement and employment reporting provisions; 

— Adoption of completion rate monitoring provisions. 

5. In the section entitled Quality in the Educational Experience: 

— Adoption of course content and length guidelines; 

— Adoption of articulation agreement guidelines. 

6. In the section entitled Management Capacity of Schools: 

— Adoption of rules regarding facilities and equipment; 

— Adoption of criteria for qualifications of staff. 

7. In the section entitled Bnandal Solvency of Schools: 

— Adoption of recommendations regarding fee structures, bonds, the Proprietary School 
Fund, and financial stability; 

— Adoption of criminal penalty and cause for action provisions. 

References: Appendix I: State Auditors Briefing Report 
Appendix N: TGSLC Background Report 
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PLACEMENT OF GRADUATES 

The primary reason students choose proprietary schools as their avenue of postsecondary 
education is to get jobs. And the call for this short-term high quality postsecondary vocational 
and technical education is being successfully challenged by private and public institutions as well 
as by proprietary schools, in offering the student a vehicle producing, for the student's investment; 
a paycheck -a job- at the end of their training. 

There is no better way to demonstrate the benefit of vocational training programs by a school 
than to be able to document successful job placement for their graduates. Private career schools 
are evidencing their victories in training and placing students. "The annual graduation rate is 70.5 
percent, with 68-70 percent of these graduates immediately placed in jobs by career school 
placement departments. And earnings increase as a result of vocationally specific education.""' 
In addition, private career schools are businesses which pay salaries, buy goods and services from 
other businesses, and pay substantial taxes to local, state and federal governments. These schools, 
for the most part, are a positive economic asset to the state and community both as a business and 
as an educational institution. 

How many students complete a course, what percentage of students are placed in course-related 
employment, and tnstitutiornl effectiveness are valid issues for discussion simply because they 
are the very visable indicators of a school's ability to carry out its advertised mission. Placement 
and employment for graduates is the "proof of the pudding" regarding how well proprietary schools 
are doing. It is a fiduciary obligation of schools to students to prepare them for real jobs. While 
the school cannot "promise" a job, getting die student "work-ready" in a field where jobs are available 
to that student is the primary accountability factor for the proprietary school. 

The Joint Interim Committee on Proprietary Schools, in making the recommendations which 
follow, manifest our preparedness to deal with schools which fail to deliver on their promises and 
the reasonable expectations of their students. We must secure the environment for credible 
proprietary schools to educate the vocationally and technically oriented student, or our businesses 
will have to do their own training. And, as stewards of the taxpayer's education dollars, we owe 
the dozens of Texas a method whereby they may enjoy fair and equitable access to quality education 
and training. 

1. Job Availability 

WE RECOMMEND THAT ALL AGENCIES COLLECT DATA FROM THE PROPRIETARY 
SCHOOLS THEY REGULATE, INCLUSIVE OF TOTAL ENROLLMENT, RETENTION RATES, 
COMPLETION RATES, PLACEMENT RATES, AND EMPLOY MENT RATES; AND THAT THEY 
REQUIRE SCHOOLS TO STATE A DESIRED RETENTION AND EMPLOYMENT RATE PRIOR 
TO PROGRAM APPROVAL. 



<4, A11en, Ron, President, C8M Education Center: Testimony before the Committee's Public 
Hearing, August 28, 1990, McAUen, Texas. 
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Proprietary schools are not presently required to maintain an active and effective placement 
process. Yet, if a large portion of their income is in the form of government grants and loans, it 
appears we should require certain employment results. Basically, if there were a genuine correlation 
between the portion of a school's income from grants and loans, and the placement and employment 
rates of their graduates, we would have an incontestable indicator of how valuable the proprietary 
training or education would be to businesses* in the community. Senate Bill 417 gives the Texas 
Education Agency the authority to collect data from TEA schools, inclusive of total enrollment, 
retention rates, completion rates, placement rates, and employment rates. We suggest that all 
licensing agencies should have and exercise that authority. The State Board of Education Rules 
require TEA schools to state a desired retention and employment rate before program approval. 
It is contemplated that the data col) acted will be used to assist schools in providing a better quality 
of education and to help students in making choices to enroll in a particular school. No agency 
has the authority to close a school down for low course/program completion or low employment 
rates. We have a concern for the quality of some programs in meeting the needs of industry and 
whether job placement promises are being kept. Recommendations which aim at these concerns 
are: 

a. The Commissioner or Director shall place on probation those institutions whose 
completion or employment rates are below certain levels. The licensing agendes shall 
set &,\d enforce minimum standards for completion and employment rates, as a possible 
means of eliminating lower quality schools; 

b. The licensing agencies shall utilize the retention, completion, placement, and employment 
data collected as a key determiner, which may call into question whether a licen™ renewal 
is awarded; 

c. There shall be a requirement that there be justification for any new and existing programs, 
to show the opportunity of related jobs for graduates of the program and the real possibility 
of placement or employment; 

d. Prior to any license being issued to a school that offers, advertises or implies a placement 
service, the school may be required, at the discretion of the Commissioner or Director, to 
file for the past year, and thereafter at reasonable intervals to be determined, a certified 
copy of the school's placement records containing a list of graduates, a description of the 
job they attained, the name of their employer, and other information the Commissioner 
or Director may prescribe; 

e. Each school advertising or offering a placement service shall furnish each prospective 
student, prior to enrollment, and in the Pre-Enr oilmen t Catalog, written information 
detailing the actual numbers of the previous year's graduates who were placed in the 
occupation for which they were trained; 

f . Proprietary schools must disclose to prospective students, in the Pre-Enrollment Catalog, 
the names of local employers who have hired graduates from the program the student is 
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considering; or in lieu of local employment (for schools with no employment history in 
that particular locality) a Job availability survey indicating the local market supply and 
demand. 

Z Advisory Councils 

WE RECOMMEND THAT PROPRIETARY SCHOOLS ENGAGE THE SERVICES OF ADVISORY 
COUNCILS TO FACILITATE BETTER QUALITY AND PROXIMITY TO INDUSTRY NEEDS OF 
THEIR PROGRAMS. 

Several critical factors er? essential to viable and quality economic development including 
educational programs for business and industry. Germane to these factors is our understanding 
of the meaning of economic development For purposes herein, we choose to define economic 
development as those activities which lead to or promote increased revenues ui the pubUc or private 
sector, or retain and/or create permanent Jobs in the public or private sector witnin a specified 
geographic boundary. These activities may also diversify the local economy, improve the quality 
of life, and lead to producing a positive cash flow to the local economy. 

Recently conducted surveys by the Better Business Bureau of Austin suggest that while there 
may be state licensing, federal requirements for funding, and accreditation, there is an essential 
missing element., drawing on the input of the industries who will hire the proprietary school 
graduates. BBB discussions with prospective employers indicated their input was not being solicited 
by proprietary schools in the development of curriculum More discouraging 

was the revelation that for at least two programs cunwdy offered in prop 
start at a level of employment no higher than persons who have not completed the training that 
the training is not recommended by the industries who would be the 

graduates, and that the training is not recommended by said industries as a prerequisite for 
employment 

Conversely, this Committee heard from industries who depend almost exclusively on proprietary 
school graduates to meet their work force demand*. In ttos*iiutaiKes,te 
involvement in the conceptualizing, design, and development of the training programs of their 
"targeted" schools. And upon hiring the graduates of those programs, where their considerable 
influence had been felt, die industries uiade substantial contributions toward the retirement of 
student loans held by those they hired. Further, where industry has been actively engaged in the 
formulation and guidance of programs, they have lessened the burden on students and subsidized 
loan programs by providing grants, scholarships and work-study initiatives for students enrolled 
in their "preferred" areas and methods of training To facilitate the ongoing dynamism of this 
enterprise and to accelerate its proliferation, we recommend the following be adopted: 

a. That the licensing agencies shall institute a rule stating "Any school which does not 
produce an acceptable rate of placement/employment is required to have an Advisory 
Council made up of local industry representatives who are employers or potential 
employers of that school's graduates;" 

b. That schools shall engage in exit interviews with students to help determine their 
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employability, and that they shall conduct debriefings of students after die students are 
interviewed by employers in order to more accurately gauge the needs and desires of local 
businesses and industries; 

c That proprietary schools shall conduct market and job availability surveys of local 
industries to determine the applicability of their programs to current community needs; 

d. That compliance reviews of schools by licensing agencies shall incorporate a review of 
the amount kind and source of industry input the school is seeking and using; 

e. That schools should establish close relationships with local businesses and industries in 
fields where the school's graduates will seek employment; and that they should recognize 
that the quest for feedback from related industries and their influence on the school's 
programs and curriculum is an enterprise in pursuit of assets having incalculable worth 
for students and schools alike. 

The Joint Interim Committee on Proprietary Schools is convinced of the worthiness and merit 
of Advisory Councils for proprietary schools. We have observed they can be moat helpful to schools 
in the arena of program development and employment of graduates. Advisory Coundls reportedly 
are financed primarily by the industries and business themselves; their foresight leading them in 
a direction that will bring ultimate benefit by preventing them from having to re-train their newly 
hired workers. Consequently, the "cost to benefit" ratio for a school engaging an Advisory Council, 
becomes the "best bargain in town!" The school gets the benefit of virtually free consultation and 
an anticipatory market for its graduates. Three of the major accrediting bodies for proprietary 
schools require Advisory Coundls for the schools they accredit. We are not alone in saluting the 
efficacy of Advisory Coundls; and we quite vigorously encourage schools to establish and maintain 
active relationships with businesses in their locality. 

3. Placement and Employment Reporting 

WE RECOMMEND THAT SCHOOLS BE REQUIRED TO REPORT BOTH PLACEMENT AND 
EMnxyyMEOTHGURESTOT 

CLAIMS BY A SCHOOL OF PLACEMENT ASSISTANCE OR SERVICE, THEY MAY CONVERT 
THE PLACEMENT FIGURES TO PERCENTAGES WHEN REPORTING TO STUDENTS. 

Texas statute makes a distinction between employment and placement. Employment means 
the student has a job in the field in which he or she was trained. Placement indicates the school's 
affirmative effort to assist the graduate in obtaining a job in the field of training. With this 
understanding, schools are not required to provide placement assistance to students in order to 
be considered successful. If a program's employment rate is 100%, but if s placement rate is zero, 
the program would still be considered successful if the school did not claim to have a placement 
service. TEA schools are required to report employment rates to the federal government, but are 
required to report employment and placement rates to the Agency and students. School owners 
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have argued that the requirement to report both rates merely confuses the student who sees, 
perhaps, a very low placement rate together with a high employment rate. The Committee was 
asked to alter the requirement and to explore standard language which would eliminate the 
compulsory reporting of both figures and establish standards lending more consistency to the 
disclosure. 

Believing that bo'h figures are important in order for the prospective student to know how much 
assistance he or she may expect from the school's placement service, and also what the job prospects 
are when the coursework is completed, we have determined to leave the requirement substantially 
as is. We make the following recommendations and observations to clarify this issue for students 
without actually reshaping the original intent of the law: 

a. If a school advertises or infers a placement service then the employment and placement 
rate figures must both be reported to the licensing agency, and tc the prospective student 
in the PEC. But, if the school does not advertise or refer in any way to placement service, 
then the placement figures, when reporting to students, may be converted to a percentage 
of the total employment figure; 

b. When recruiting students, schools must be conscientious in distinguishing between 
employment rate figures and placement rate figures or percentages, whichever is 
applicable. Schools must clarify the usage of the word "employment", which means the 
student obtained a job in the area for which trained, and "placement", which means the 
school assisted the student in finding a job, also in the area for which the student was 
trained; 

c. Basic to the reporting of either placement or employment is the requisite that it accurately 
reveal whether students are emerging from program * prepared and able to obtain jobs in 
the fields for which they have been trained; 

d . We do not desire to formulate or encourage a one- word definition to replace the two* word 
terminology presently being used. The statute clearly defines the two different labels 
regarding how jobs are obtained; and it does not obfuscate the issue if schools are 
sufficiently dear in defining the two terms for the student. 

4. Completion Rates 

WE RECOMMEND THAT ALL AGENCIES REQUIRE SCHOOLS THEY REGULATE TO 
MONITOR AND REPORT COMPLETION RATES. 

The Texas Proprietary School Act does not address the issue of student drop-out rates. This 
Committee has observed that drop-out ra tes are not easily determined, sans a clear and consistent 
definition of "Who is a drop-out?" For example, one may enroll in school with the forethought of 
taking only a portion of the courses offered. Upon completion of the chosen courses, when the 
student leaves the school without having obtained a Certificate of Completion for all the training 
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organized under a particular program heading, la that student a drop-out? If a student must leave 
his studies for a tune for personal or financial reasons, but then returns to complete the training, 
is that student a drop-out? On the Federal level this issue is addressed by limiting the reporting of 
"drop-outs" to first-time students who do not complete a course of study. This may remove some 
of the variables in this argument, but not all. Artuafly,diopK>ut rates are the result of aconglomerate 
of circumstances and conditions which cannot be accurately dissected or diagnosed. The 
Committee has opted to assay this topic from the inverse. That is, we prefer to deal in completion 
rates rather than speculate in obscurities. Presently, the completion rate for proprietary school 
students is around 75% overall. While we recommend that the rates be continually monitored 
and reported, we conclude that at present, rates indicate proprietary schools are retaining and 
graduating a quite acceptable number of those they enroll. 
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QUALITY IN THE EDUCATIONAL EXPERIENCE 

In the March for excellence, -benchmarking" U becoming quite common as a method of 
establishing references from which measurements may be made. By properly surveying the 
chanrinR direction of the workplace, educators can employ benchmarking as s tool for responding 
to the^merging market with training that suitably accomodates industry needs. Better employment 
and placement goals will be achieved by proprietary schools whose training is based in programs 
of study that are educationally sound, current, of high quality, and demonstrably effective. 

The spotlight of the federal government, in an effort to curb abuses in the guaranteed student 
loan program, is on those proprietary schools across the nation who are either "short changing ' 
students by offering the minimum number of hours permissible in the loan participation scheme, 
or are extending - stretching - the length of the courses they offer in order to meet toe 300 hour 
minimum required for eligibility. The Education Reauthorization Act of 1992, will address this 
abuse and with a probable tightening of the regulations copious enough in scope to deal with 
programs that are neither scceptable in length or content. The proposed changes in eligibility levels 
for dock hours versus credit hours will be comprehensive, and administered across the board for 
all undergraduate vocational and technical courses. 

Problems will be encountered, however, as this Committee discovered when we approached 
the issue. For example: Can the clock to credit hour conversion be made equitably when the types 
of courses offered maybe vastly disparate? In vocational and technical courses one expects to find 
more "hands-on" learning and skill training than would be confronted in courses based on 
theoretical research. Technical matters surrounding the conversion issue will we suspect, be 
resolved only when realistic models can be developed. The tactic of simply raising the number of 
hours required for loan participation eligibility may do more harm than good. Sodety benefits 
from the compressed shorter courses in the skill oriented training offered by proprietary schools. 
Students complete the training sooner and are into the market earning money, and paying their 
loan* and taxes, faster than their counterparts in traditional academic institutions. 

Course length and content discoveries lead inevitably to queries regarding comparable programs. 
The logical progression then, Is to contemplate the use of degrees by proprietary schools, and 
explore the avenue and desirability of articulation agreements between proprietary schools, colleges 
and universities. Fortunately, in dealing with these issues, we have had the privilege of expert 
assistance. The Texas Higher Education Coordinating Board's Task Force on Associate Degrees 
for Proprietary Schools has concluded an exhaustive study of the use of degrees by proprietary 
schools; and their findings and recommendations facilitated our addressing this matter 

^^SUteBoard of Education lightened our task by granting the Commissioner authority to set 
minimum and maximum program lengths for TEA proprietary schools. The new rule will require 
that the following be ascertained, prior to approval of a program: (a) Does the program prepare 
the student for a Job In a recognized occupation? (b) Is there a need for this education or training? 
(c) Is there an employer demand for the occupation? and (d) Is the content and length that which 
is necessary to reach the stated objective? Much of the work has been done toward resolving the 
deeply-held convictions on either side of this controversial issue. 
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RECOMMENDATIONS 

1 . Course Length and Curriculum Content 

WE RECOMMEND THAT ALL AGENCIES REQUIRE SUBMISSION FOR APPROVAL OF 
COURSE LENGTH AND CONTENT; THAT THE COURSE LENGTH AND CONTENT BE OF 
SUCH NATURE AS TO ASSURE, REASONABLY, THAT STUDENTS WILL DEVELOP JOB 
SKILLS AND KNOWLEDGE; AND THAT THE COMMISSIONER OR DIRECTOR SET MINIMUM 
AND MAXIMUM PROGRAM LENGTHS FOLLOWING ALONG THE GUIDELINES 
RECOMMENDED BELOW. 

There are no rules or laws governing consistency; only a requirement that the content and length 
be of such nature as to assure, reasonably, that students will develop job skills and knowledge. 
Currently, the consistency of course hour lengths and curriculum content between similar programs 
being offered in proprietary schools, junior colleges, and other public institutions cannot be 
determined. A sharing of information between THECB and TEA anticipates that when the data 
is obtained, compared, and analyzed, equitable and accurate comparisons will be made. Hie length 
of a course should depend on the skills and capabilities of students coming into that program, and 
the skills and capabilities hoped for when they have completed the instruction. One must ask; 
'What is the realistic occupation we are training for?" and then look at the skills the student is 
aiming toward and equate that with what it will take to train that student. It is valuable to look at 
program lengths. This is, however, ultimately a subjective evaluation and does not lend itself to 
objective standardization. We recommend all licensing agencies and schools adopt policies similar 
to those of TEA and its schools, and we offer the following guidelines: 

a. Course length and curriculum content should be linked to the federal standards in the 
DICTIONARY OF OCCUPATIONAL TITLES, published by die United States Department 
of Labor; 

b. Minimum and maximum standards for course length and content should be flexible, when 
necessity for the student's success in the job market is proven. Rigidity, in the face of 
credible justification should be avoided; 

c. Industry expertise and the good counsel of Advisory Councils should be extensively 
utilized in setting minimum and maximum standards for program content and length, 
(see requirements under the topic Placement of Graduates); 

d. For courses leading toward a license to practice an occupation, the course length and 
content must conform to the stated requirements "or the respective licensing", (see 
requirements under the topic Consumer Information); 

e. The Commissioner or Director shall require a full accounting for all program contents 
and lengths prior to licensure; 
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f. Schools found to be manipulating course lengths below or beyond industry standards 
shall be placed on probation until such time as they prove Justification for the deviations, 
or relinquish the abuse; 

g. A full accounting of all course length and content, and licensing requirements where 
applicable, must appear in the school's Pre-Enrollment Catalog. 

2. Use of Degrees by Proprietary Schools 

WE RECOMMEND THAT THE APPLIED TECHNOLOGY DEGREE AND THE 
OCCUPATIONAL STUDIES DEGREE BE REMOVED FROM THE AUTHORITY OF THE TEXAS 
EDUCATION AGENCY. THE TEXAS EDUCATION AGENCY WILL NO LONGER RETAIN THE 
APPROVAL AND REGULATORY AUTHORITY OF ANY PROPRIETARY SCHOOL DEGREES. 
THE TEXAS HIGHER EDUCATION COORDINATING BOARD WILL RETAIN AUTHORITY 
AND REGULATION FOR ALL DEGREES. 

WE RECOMMEND THATTHE CHAPTER 12 RULES RECOMMENDED BY THE TEXAS HIGHER 
EDUCATION COORDINATING BOARD'S TASK FORCE ON ASSOCIATE DEGREES FOR 
PROPRIETARY SCHOOLS AND OTHER RULES ADOPTED BY THECB, SHALL BE THE 
GOVERNING INSTRUMENT FOR PROPlUETARY SCHOOL DEGREES. 

To recognize the value of a degree, one must only observe that according to the Strategic 
Economic Policy Commission, three of four jobs require some education beyond the high school 
levels Proprietary schools award Applied Technology Degrees and Occupational Studies Degrees 
without the distinction "Associates". The approval authority for those degrees has been TEA. All 
other degrees come under the approval authority of THECB. There is no requirement for an "exact 
match" between degrees offered at proprietary schools and those at community colleges. 
Proprietary school degrees often place more emphasis on the depth and scope of the student's Job 
skills and less on liberal arts components. There is a need, however, that degrees, as distinguished 
from certificates, be comparable in nature and scope; to assure the student and employer that a 
higher level of competency has been achieved and, consequently, higher recognition and privilege 
are to be awarded. 

We recommend that the Applied Technology Degree and the Occupational Studies Degree be 
removed from the authority of the TEA and that TEA not retain its approval and regulatory 
authority of any proprietary school degrees. The Texas Higher Education Coordinating Board 
will retain authority wd regulation of all degrees. Further, to achieve the comparability in standards 
necessary and consistency in regulation and approval, we recommend that the Chapter 12 Rules 
promulgated by the Coordinating Board Task Force, and other rules adopted by THECB, shall be 
the governing instruments for proprietary school degrees. The Chapter 12 Rules to achieve 
comparable standards between public and private institutions include, but are not limited to the 
fol lowing: , 

("Campbell, Dr. Dale, Assistant Commissioner for Community Colleges and Technical Institutes, 
THECB: Testimony before the Committee's Public Hearing, January 16,1990, Austin, Texas. 
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(1) Faculty qualifications; 

(2) General education requirements; 

(3) Student services. 

3. Articulation Policies 

WE RECOMMEND THAT PROPRIETARY SCHOOLS WITH A SIGNIFICANT NUMBER OF 
STUDENTS IN DEGREE PROGRAMS SHOULD CONSIDER SEEKING ACCREDITATION BY 
THE SOUTHERN ASSOCIATION OF COLLEGES AND SCHOOLS' COMMISSION ON 
COLLEGES. FURTHER, WE RECOMMEND THAT ALL PROPRIETARY SCHOOLS BE 
ENCOURAGED TOWARD ARTICULATION AGREEMENTS USING THE FOLLOWING 
GUIDELINES. 

Many proprietary schools are not concerned with articulation, (the transferability of students' 
credits to the college or university level). Their training is more terminal in nature and often is 
oriented toward persons interested in rapid employment rather than prolonged academic studies. 
There are, however, a percentage of students attending proprietary schools who wish to continue 
their education beyond the vocational/technical training level offered at the proprietary school. 
It is a reasonable expectation of students attending proprietary schools for technical competency, 
and then deciding on advanced training or greater proficiency with a degree, to be comfortable in 
starting out with the understanding that they will be able to "get in the door" of a college. A few 
selective proprietary schools require a college degree for entrance in some of their courses. It is 
unbiased, if proprietary schools recognize the validity of a degree, that the institutions granting 
those degrees recognize the value added dimension provided by proprietary school training. We 
can no longer afford the isolation, or even the perceived isolation, of proprietary schools in the 
mainstream of education. We seek to encourage articulation agreements by suggesting the 
following: 

a. Proprietary schools should seek articulation agreements for the segment of their student 
population, regardless of how small, who desire to continue their education beyond the 
proprietary level; 

b. Community colleges and universities should cooperate with interested schools in 
developing agreements that will enable transfer of credits for students; 

c. Proprietary schools may be more successful in obtaining articulation rights if they 
encourage their accrediting councils to support and share in the accomplishment of the 
agreements. Proprietary schools with a significant number of students engaged in degree 
programs should consider the benefits to be derived in articulation agreements, and their 
affiliation with SACS Commission on Colleges. 

d. Representationsregardingtransferabiliryofaeditsearned by students in the proprietary 
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MANAGEMENT CAPACITY OF SCHOOLS 

According to one market survey, "Less than one-half of the workforce will retain its company 
affiliation or present Job tide beyond one year. -» While encouraging for those who will advance 
"up the line" in position, this may indicate that others will be victimized by the loss of employment. 
This Committers site-visits to fourteen proprietary schools revealed that the scope of traiiung 
ranees from exemplary to dismal. For a school to rely exclusively on programs that employ a 
restrictive use of equipment and parochial attitudes toward faculty qualification, or to aim at such 
over-sophistication in their method of instruction that they effectively remove their graduates from 
OT nsidCTauc.im melocal market, te to deny a^ 

on" experience required of those who teach in the vocational and technical arena, but not to the 
exclusion of updated academic inquiry and achievement. We abhore the concept of studentsbeing 
'locked out", either from articulation to facilitate a desired upgrade in skill and proficiency, or 
from unlimited possibles for relocation into a larger or augmented "state-of-the-art work 

^TThe TeTs Education Agency, in the regulation of schools under its jurisdiction, is engaging 
employer committees to helpsort out this issue, congruent to their concern for more accountability 
from schools both in the adequacy of the equipment used to train students and the expertise of the 
school's instructor teams. Again, we have identified an area momentous to the wielding of 
AdvisoryCouncils. They are as critical in determining the appropriateness of a schoo. s faulibes, 
equipment, and instructor qualifications, as in the development of course length and curnculum 
content. Weadvance the utilization of these employer committees and Advisory Councils by aU 
agencies and schools in our analysis of the management capacity of schools as exhibited by facilities, 
equipment, and staffing; and in the recommendations we make accordant to agency regulatory 
and oversight functions. 

RECOMMENDATIONS 



1. Facilities and Equipment 

WE RECOMMEND THAT ALL LICENSING AGENCIES ADOPT RULES REGARDING ON-SITE 
E^ALUATIOnTaND STANDARDS DESIGNED TO QUALIFY THE FACILITIES AND 
EQUIPMENT EMPLOYED BY SCHOOLS THEY REGULATE, CONFORMING TO THOSE 
ALREADY IN PLACE REGARDING TEA SCHOOLS; AND ADDITIONALLY, THOSE 
SUCGESTED BELOW. 

Current laws contain processes whereby TEA shall make on-site evaluations of facilities to obtain 
information for the certification, renewal, compliance survey, complaint investigation, and closed 
school processes for its regulated schools. TEA is required to visit each school in its jurisdiction at 
least once per year. Although required to visit out-of-state schools where they have )urisdichon, 

"'Direct Marketing Association's Basic Institute, Rochester, New York. 
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staff inadequacies have caused no assignments to be made for out-of-state travel . New rules, passed 
by the State Board of Education, allow TEA to insure that the equipment used to train students in 
TEA schools is comparable to that used in the industries that would be hiring from those schools. 
TEA will consult with industry experts to help get the evidence necessary to deny a License to 
Operate to any TEA school that does not have die required equipment to achieve the objective of 
employment for those trained. These industry experts will help line out minimal standards for 
equipment sufficiency, and comparability to what students, as employees, will encounter on their 
jobs. Vocational and technical industries evolve rapidly and their employee needs are in constant 
fluxuation. Industry input is critical to determine that state-of-the-art equipment and training is 
being used to meet the challenges of the future. All licensing should include the following policies 
regarding quality and standardization of school facilities and equipment. 

a. No license shall be issued or renewed unless the Commissioner or Director first determines: 

(1) That the applicant school has satisfactory training facilities with sufficient tools, 
equipment and software, and the necessary number of work stations to train, ade- 
quately, the students currently enrolled and those proposed to be enrolled; 

(2) That the premises and conditions under which the students work and study are 
sanitary, healthful, and safe according to modern standards; 

(3) That each occupational course or program of instruction or study shall be of such 
quality in content and utilization of equipment, tools, and software, to provide edu- 
cation and training which will adequately prepare enrolled students for positions 
in the occupation for which the training b intended. 

b. Before a license is issued to a school, each school located in Texas shall maintain permanent 
records for all students enrolled at any time. Each school offering a correspondence course 
of instruction to a student located in Texas shall maintain permanent records for Texas 
students enrolled at any time. Records include, but are not restricted to, the student's 
loan/grant status, school transcripts, documentation, and files containing student data 
about academic credits earned, courses completed, grades awarded, degrees awarded, 
and periods of attendance. To preserve permanent records, a school shall submit to the 
licensing agency a plan that meets the following requirements: 

(1) At least one copy of the records must be held in a secure depository; 

(2) An appropriate official must be designated to provide a student with copies of 
records or transcripts upon request; 

(3) An alternative method of complying with the above mentioned record keeping . 
requirements must be established if the school ceases to exist. 
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c. Original, additional classroom, change of address, approval of new programs, and any 
other visit requested by the school should be announced. We recommend, however, the 
following visitation provisions be ac i the licensing agency: 

(1 ) In order to determine the normal operating conditions in a school, the statute shall 
require that the renewal and other compliance visits be unannounced; 

(2) The Commissioner, Director, or delegate, may inspect the instructional books and 
records, classrooms, dormitories, tools, equipment and classes of any school or 
applicant for a license, at any reasonable time. 

2. Qualifications of Staff 

WE RECOMMEND THAT ALL AGENCIES ADOPT REQUIREMENTS REGARDING THE 
QUALIFICATIONS OF STAFF CONFORMING TO THOSE ALREADY IN PLACE FOR TEA 
SCHOOLS, AND ADDITIONALLY THOSE SUGGESTED BELOW. 

The State Auditor's report sites that instructor qualifications in proprietary schools are often 
unduly vague, and that they should be more specifically defined for each program or course of 
study and more judiciously enforced by the licensing agencies. While it may not be necessary for 
all faculty members to have college degrees, instructors and teachers should undergo selection 
criteria to determine their suitability to teach. This might include experience levels in the givut 
content area, qualifications as an instructor, and personal background requirements that would 
screen out undesirable influences. TEA believes that one critical point in improving program quality 
is that agency's authority to approve instructors. Their requirements currently include the 
following: 

- Criteria for persons registering as representatives, recruiters, agents or solicitors for 
schools, and prohibitions; 

- Criteria for Directors and staff persons, prohibitions, and requirements for attendance at 
TEA workshops; 

- Criteria for Instructors including verified qualifications, evaluation processes, and 
retention requirements to ensure consistency; 

- Requirements for staff development plans and evaluations; 

- Criteria for reputation and character imperatives; 

- Educational and experience requirements and levels of knowledge; 

- Restrictions on solicitations, recruitment and enrollments; 
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- Restrictions on disclosure of loan information; 

- Sanctions and penalties for violations; 

• Prohibitions against misrepresentation, fraud, coercion, intimidation, inducements, and 
failure to fully disclose; 

• Licensing and certification requirements. 

The TEA authorization has been strengthened by proposed rules concerning instructors which 
TEA believes will assist in their endeavor to improve program quality. There should, however, 
be closer regulation and control of branch operations of proprietary schools, even when these 
branches are delivering the same kind of education and training as the "mother school". 

Even greater requirements must be placed on branches who specialize in a different area of 
education or training than that of the original qualifying entity. TEA has controls in place whereby 
the Agency treats branch operations the same as "mother school" operations. Each is required to 
hold a certificate of approval and meet all the legal requirements. TEA has requested that the 
Committee's recommendations in this regard specifically include suggestions on how better to 
detect and prosecute fraud and deception on the part of those who engage in "branching". The 
Committee will, during the interim, examine more thoroughly this "branching" issue; with a view 
toward the research and newly instituted rules adopted by the accrediting bodies, and the voluntary 
oversight of licensing agencies in their jurisdictions. For purposes herein, we recommend that all 
licensing agencies take an active role to check abuse and neglect, and safeguard the quality of 
instruction and instructors in their designated schools by adhering to existing policies augmented 
by the following: 

a. That all persons desirous of teaching in the school shall submit a form, designed and 
furnished to schools by the licensing agency, as application for approval to teach or 
instruct; and said application shall reveal the educational and experiendal levels of the 
applicant in all courses or programs they will > or instruct, and the licensing agency 
shall review all applications with a view toward competency, consistency, and the overall 
upgrade in quality of instructor personnel; 

b. That statute require disclosures to accompany a school's application for a license, or 
instructor or other school personnel applications, which include any and all convictions 
and violations of owners, supervisory employees, solicitors, instructional faculty or any 
other school personnel. 

3. Agency Regulation 



WE RECOMMEND THAT CLASSES, COURSES, PROGRAMS OR SCHOOLS INTENDED TO 
PREPARE STUDENTS TO SIT FOR UNDERGRADUATE, GRADUATE, POSTGRADUATE OR 
PROFESSIONAL LICENSING AND OCCUPATIONAL ENTRANCE EXAMINATIONS, BE 
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EXEMPTED FROM REGULATION; EXCEPT THAT THEY SHALL CONTINUE TO MEET THE 
FOLLOWING LICENSING REQUIREMENTS: 

- That courses must be educationally sufficient; 

- That instructors must have the necessary educational qualifications; 

- That all locations must meet several standard requirements; 

- That the schools must be fiscally sound and have the necessary assets to offer programs; 

- That test preparation courses and schools meet other requirements the Commissioner or 
Director may prescribe. 

WE RECOMMEND THAT AGENCIES EXAMINE CURRENT REGULATIONS TO DETERMINE 
THEIR FAIRNESS AND EQUITABLE APPLICATION TO SMALLER SCHOOLS AND TEST 
PREPARATION SCHOOLS INCLUDING, BUT NOT LIMITED TO, REGULATIONS 
REGARDING: 

- Seminars and workshops; 

• Standards to ascertain the progress of students; 

- Absences, attendance policies and make-up work; 

- Paperwork compliance; 
Fee schedules and bonding. 

WE RECOMMEND THAT AGENCIES ADOPT POLICIES, AND WHERE FEASIBLE, 
PERSONNEL, DEDICATED TO THE ADVANCEMENT OF CONSTITUENT SUPPORT. 

The question was raised: "Does the State help proprietary schools be effective? Or, do state 
agencies just regulate and controir The Agency responded to this question by saying that much 
of their oversight function is designed to improve the quality of the program offerings at TEA 
schools. And, that the Agency helps schools be effective by regulation. TEA facilitates proprietary 
school input through the TEA Proprietary Schools Advisory Committee which incorporates 
proprietary school representation. And, although regulations promulgated by the DPSVE provide 
for the accomodation of smaller schools, the Agency is not able to waive statutory requirements. 
The staff make-up of licensing agencies is primarily dedicated to regulation, investigation, and 
monitoring for compliance. Schools often depend, for advocacy and liaison, on their voluntary 
association with accrediting bodies. These accrediting bodies, however, are often far-removed 
both in geographical proximity and facility for communication from the schools who ascribe to 
the standards they promulgate. This Committee has received testimony and written submissions 
from schools which express their concerns for more representation and the influence they can exert 
on behalf of their own self-policing and efficiency upgrade. Further, they have questioned the 
efficiency, effectiveness, and appropriateness of some regulations, especially on the smaller schools 
or those with unique programs. Finally, there is the perception, by s. me proprietary schools, of a 
lack of affirmative assistance and intervention by licensing agendes which would result in better 
coordination and cooperation between the agencies and proprietary schools. The recommendations 
we make regarding agency examination of curren t policies and the institution of modems designed 
for constituent advocacy, will, we trust, help to alleviate some of the concerns proffered. 
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FINANCIAL SOLVENCY OF SCHOOLS 

Essential to the quality and integrity of postsecondary education, and in particular that of 
proprietary schools, is the financial stability of institutions. Because proprietary schools are private 
"for-profit" entities, with a need for rapid turnaround in programs and student clientele, their 
potential for financial instability is increased. Some industry analyst argue that the profit motive 
may lead to greater pressures for too rapid growth, expansion into branch campuses, and buying 
and selling schools. 

Historically, the weakness in financial regulation of proprietary schools has been due in part to 
a lack of regulatory resources and the limited focus of federal and state agencies charged with 
regulatory oversight. As a result, numerous schools have claimed bankruptcy, leaving students 
with a "real" debt, and yet, a questionable education. 

The Legislature recently increased initial and renewal fees paid to TEA by the schools they 
regulate. Still, these fees are relatively low when juxtaposed with proprietory school profits. Their 
regressive nature is evidenced by the fact that larger schools pay a significantly smaller fee in 
proportion to their gross revenues than do smaller schools. These fee assessments represent the 
primary source of funding for the regulation of proprietary schools and they must be progressive 
if they are to be sufficient for providing appropriate regulation. 

Testimony before the Committee from the Office of the Texas Attorney General highlighted the 
lack of resources and personnel available to properly discharge oversight and regulatory 
responsibilities as follows: 

' Since September 1 , 1 989, forty-one (41 ) proprietary schools regulated by TEA have closed 
in Texas, owing thousands of Texas students between 25 and 25 million dollars in tuition 
refunds; 

- During the last two fiscal years, proprietary schools in Texas generated $4*5 million in 
tuition revenues from loans made by the Texas Guaranteed Student Loan Corporation. 
During the same period, the TEA's Division of Proprietary Schools and Veterans 
Education, (DPSVE), which regulates approximately one-third of these schools, had an 
operating budget of about 1 5 million dollars; 

- As of September 20, 1990, the total dollar amount of student loans in default for Texas 
proprietary school students stood at $220,728,333.74. 

The 71st Legislature, in S.B. 417, established a Tuition Protection Fund to protect students 
against tuition loss resulting from TEA school closures. The fund is administered by the Texas 
Education Agency and is designed to pay the expenses and costs of teach-outs. Each TEA school 
is assessed an amount proportional to their renewal fee to bring the fund to $250,000. 

Testimony before the Committee, data gathered from the respective monitoring agencies, and 
a review of other state policies where Tuition Protection Funds have been established, indicates 
that the maximum $250,000 fund provided for under current Texas law is grossly inadequate to 
provide students the protection for which it is designed. Furthermore, the Committee feels that in 
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older to ensure fair and comprehensive protection, the Tuition Protection Fund should provide 
the student the option of tuition recovery in the event a teach-out is not feasible. 

To the extent that state governments are bound by federal law, the Committee is restrained in 
its promulgation of new law regarding the regulatory process. And, it is advisable that we allow 
the federal reauthorization process to run its course so flat as policy makers, we are better informed 
as to methods whereby we may most effectively interface with our regulatory counterparts. 

In the interim, we present herein, recommendations aimed at enhancing the financial stability 
of the proprietary school industry in Texas which, if advanced and implemented, will position 
our state as a model for regulatory excellence and quality. Our overall concern for the Tuition 
Protection Fund, the surety bond, and the voluntary teach-out procedures for failed schools, is 
student protection. 

RECOMMENDATIONS 

1 , Consolidation of Fees and Proprietary School Fund 

WE RECOMMEND THE ESTABLISHMENT OF A PROPRIETARY SCHOOL FUND, 
ADMINISTERED BY THE TEXAS EDUCATION AGENCY, AND EXPRESSED AS A 
PERCENTAGE OF ANNUAL GROSS TUITION. 

The Tuition Protection Fund, as it is currently constituted, is narrow in scope and is inadequate 
in sum to address the estimated millions of dollars required to recover tuition and/or teach-out 
students of dosed schools . It must be increased if we are to afford s tudents meaningful protection . 
The establishment of a Proprietary School Fund is a positive first step in an industry-wide attempt 
to provide tuition refunds for students from schools that have failed. Already, there is a voluntary 
partnership between TEA and the proprietary school industry which has resulted in 85% of students 
from TEA closures being taught out by schools with related programs. Expanding the use of teach- 
outs is a viable avenue to explore in our attempt to render catastrophic school failures the least 
harmful to affected students. The variety of teach-out sources include: 

- Other proprietary schools with like" courses and programs; 

- Other public and private schools; 

- Creating necessary courses/programs at schools; 

- Teaching & apprenticeship programs facilitated by private industry. 

The Proprietary School Fund would be assessed as an annual fee or tax dedicated to covering 
all fees charged to licensed schools, the cost of staffing and operating DPSVE, tuition recovery 
funds and teach-outa. Any remaining available sum would, optionally, be committed to covering 
the proprietary school portion of TGSLC's uninsured loan default exposure. 

2. Surety Bonds 

WE RECOMMEND THAT THE MAXIMUM BOND LIMITATION OF $25,000 BE ABOLISHED. 
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The availability of surety bonds is dwindling and the amount is inadequate to provide any real 
protection. Few good businesses can afford to keep the surplus cash on hand to cover the unearned 
tuition amount needed to protect students of closed schools either for tuition recovery or teaching- 
out. We believe dollar for dollar backing is needed in place of a nominal bond fee. We therefore 
recommend the elimination of the current surety bond in favor of more realistic methods of student 
protection. To guarantee schools are financially accountable to students for unearned tuition the 
bond amount should be expressed as a ratio to gross tuition revenue. The Legislature is advised 
to consult with the State Board of Insurance on formulation of the proper number. 

3. Financial Stability 

IN ORDER TO AVOID PROVIDING ASSISTANCE FOR STUDENTS TO ATTEND INSnTUTIONS 
THAT ARE NEAR CLOSING, THE COMMITTEE RECOMMENDS THAT THE STATUTORY 
REQUIREMENT, "THAT A SCHOOL SHOULD BE FINANCIALLY SOUND AND CAPABLE OF 
FULFILLING ITS COMMITMENTS FOR TRAINING", BE REPLACED WITH EXPLICIT AND 
OBJECTIVE FINANCIAL CRITERIA. SCHOOLS SHOULD BE EXPRESSLY PROHIBITED FROM 
CARRYING UNEARNED TUITION AS A CURRENT ASSET AND SHOULD BE REQUIRED TO 
CARRY THE ITEM AS A CURRENT EXPENSE. CURRENT ASSETS SHOULD BE REQUIRED 
TO EXCEED LIABILITIES BY A RATIO OF NOT LESS THAN ONE-TO-ONE. 

4. Financial Disclosure 

IN ORDER TO DETECT FAILING INSTITUTIONS AND PROVIDE WHATEVER TECHNICAL 
ASSISTANCE IS APPROPRIATE, THE COMMITTEE RECOMMENDS THAT SCHOOLS 
HAVING GROSS TUITION REVENUE INCOME EXCEEDING $25,000, BE REQUIRED TO 
SUBMIT COMPILED OR REVIEWED FINANCIAL STATEMENTS TOGETHER WITH THE 
PREVIOUS TWO YEAR'S FEDERAL INCOME TAX RETURNS ANNUALLY TO THE STATE 
AUDITOR'S OFFICE FOR REVIEW. 

For the issue of student protection and consumer rights to be advanced to its logical conclusion, 
it is necessary to establish defenses which will be available to students under Texas law with respect 
to schools and/or owners who exhibit "unscrupulous practices" that invade and abuse students 
via the guaranteed student loan program. 

Consideration of penalties is not an indictment or condemnation of proprietary education as a 
viable postsecondary educational alternative. It is, to the contrary, an effort by the Committee to 
insure that good schools remain the asset they are to postsecondary education in Texas, that 
unscrupulous operators be rooted out of the proprietary school marketplace, and that under all 
circumstances, within the regulatory scope of the legislature, we provide students and taxpayers, 
as borrowers and guarantors, the same level of protection accorded by the law in every other 
consumer credit transaction, i.e., "that during the life of the contract, they get what they pay for." 

Testimony before the Committee highlighted two cases of trade school abuse in Texas which 
received national attention. Specific information on these two cases is included in the append'* 



45 




ERIC 



46-418 0 - 92 -9 



254 



to this section of the report. For purposes herein, there is a general consensus among Committee 
members that various instances of apparent willful abuse of students through the guaranteed 
student loan program, warrant penalties at least commensurate with the level of damages incurred 
by students, and consistent with existing penalties relating to the use of fiduciary funds. 

It is to the credit of the proprietary school sector that it has so creatively and professionally 
capitalized the vocational education marketplace, providing educational opportunities where there 
may otherwise have been none. However, as Lauro Cavazos, U.S. Secretary of Education said, in 
May 1989: 

"There are some unscrupulous and uncaring institutions out there who are taking 
advantage of a program designed to help out students. We must weed-out unethical 
schools and other program participants whose sole purpose is to profit at the expense 
of our students and taxpayers. Abuses have become so rampant that 'let the buyer 
beware* will no longer suffice as public policy in education." 

To facilitate understanding of the basis for the Committee's concerns regarding the vulnerability 
of student borrowers within the context of their contracture! relationship with the school as seller, 
we note that the execution of a guaranteed student loan note is unlike any other consumer 
transaction known to the law: 

a. The identity of the lender, the amount of the loan, and the rate of interest are typically left 
blank at the time the student signs the note. This procedure, which is roundly condemned 
and made illegal in almost every other context, is expressly sanctioned by the Department 
of Education, 34 CKR 682.205; 

b. Lenders are permitted to make electronic fund transfers of guaranteed student loan 
proceeds directly to a school's bank account. As a result of this procedure, students are 
frequently unaware that they have executed a promissory note, let alone that it has been 
funded; 

c. The student borrower bears the entire risk of the insolvency of the seller or of the sellers 
partial or total failure to perform. The lender bears no responsibility for the failure of the 
seller. In every other consumer transaction, the buyer can assert against the lender 
whatever defenses he originally had against the seller. (See FTC Rule 433 "Preservation 
of Consumer's Claims and Defenses/ 16 C.F.R. 433.1 et seq); 

d. Disclosures that are required to be made in every other consumer credit transaction are 
not required to be made in connection with a guaranteed student loan. This is due to 
Congress having exempted guaranteed student loans from the Truth in Lending Act. 

b addition to the aforementioned information gathered by the Attorney General's Office, the 
Texd , Education Agency's legal staff has assisted the Committee in reviewing the language found 
in other state statutes concerning criminal penalty provisions. 
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RECOMMENDATIONS 

5. Criminal Penalties and Cause for Action 

WE RECOMMEND THAT RULES BE IMPLEMENTED THAT MAKE THE SCHOOL OWNER, 
IF AN INDIVIDUAL, OR THE MAJORITY SHAREHOLDER, IF A CORPORATION, 
PERSONALLY LIABLE FOR THE PAYMENT OF ANY UNPAID TUITION REFUNDS. 

WE RECOMMEND THAT THE WILLFUL FAILURE TO PAY A TUITION REFUND BE 
DECLARED A DECEPTIVE TRADE PRACTICE. 

WE RECOMMEND THAT THE CURRENT STATUTE BE AMENDED TO INCLUDE CRIMINAL 
PENALTIES, AS FOLLOWS: 

32.65 In addition to any other penalties elsewhere prescribed: 

(a) Any person, group or entity, or any owner, officer, agent, or employee thereof, who 
knowingly (1) fails to make tuition refunds as required by 3239 of this act with the in- 
tent to defraud more than one parson, (2) falsifies or destroys school or other business 
records relating to the operation of the school with the intent to defraud, or (3) operates 
a proprietary school without a valid license to operate, shall be guilty of a class A mis- 
demeanor punishable in accordance with the penal law; 

(b) Any person, group or entity, or any owner, officer, agent, or employee thereof, who 
knowlingly and intentionally participates in a scheme constituting a systematic ongo- 
ing course of conduct involving the wrongful withholding of tuition refunds in viola- 
tion of 3239 of this act, with the intent to defraud ten or mc/t persons, and withholds 
tuition refunds in excess of one thousand dollars, shall be guilty of a felony in the third 
degree; if tuition refunds have been withheld in excess of twenty thousand dollars, such 
person, group or entity, owner, officer, agent, or employee thereof shall be guilty of a 
felony in the second degree; 

(c) Upon the determination that there exists reasonable grounds to believe that a criminal 
violation of this act has been committed, or that any other crime has been committed in 
connection with the operation of a proprietary school, the administrator shall refer such 
determination and the information upon which it is based to the appropriate district 
attorney. The district attorney may bring an action on his or her own initiative. 

References: Appendix J: Congressional Research Service Report 
Appendix I: State Auditor's Briefing Report 
Appendix K: Testimony of Attorney William Goodman 
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DENOUEMENT 
Enumeration of Recommendations 

I. ACCESS to Education 

A. The Number of Agencies Governing Proprietary Schools 

1 . We recommend that all licensing agencies and proprietary schools in Texas implement, 
within their statutory authority, policies and procedures for regulation and operation 
which conform to the Texas Proprietary School Act and Senate Bill 417 Amendments 
already in place; and additionally, that they adopt those recommendations contained in 
this Report. 

2. We recommend that the Resolution to Continue the Joint Interim Committee on 
Proprietary Schools contained in this Report be adopted by the 72nd Legislature. 

B. Consumer Information 

1 . We recommend that a condition of licensing or license renewal shall be the submission to 
and approval by the licensing agency of a Pre-Enrollment Catalog (PEC). 

2. V/e recommend that all schools and licensing agencies adopt grievance procedures and a 
mechanism for the resolution of complaints. 

3. We recommend that all proprietory schools be required to provide cost information to 
their respective licensing agencies similar to that required of TEA schools. 

4. We recommend that all proprietory schools be required to conduct the "specified" Loan 
Counseling Entrance Interview as a step during the enrollment process with each 
prospective student seeking a loan; and reconfirm the counseling at the time of the initial 
disbursement of any funds. 

5. We recommend that all proprietary schools be required to disclose to prospective students 
information about starting or average salaries. 

6. We recommend that all proprietary schools be required to disclose state licensing 
requirements for all courses offered as preparation for a license to practice an occupation. 

7. We recommend that the Commissioner or Director, pursuant to statutory authority, and 
after notice and upon providing an opportunity for hearing pursuant to a request by the 
parties adversely affected, shall refuse to issue, refuse to renew, revoke, or suspend any 
license or solicitor's permit; and shall place on probation any school found to be in violation 
of the (enumerated) provisions. 

49 



9 

ERLC 



o i » r 



258 



C Admission and Recruitment Procedures 

1. We recommend that licensing agencies adopt the (enumerated) principles regarding truth 
in advertising in addition to those restrictions and prohibitions already in place for schools 
regulated by TEA. 

2. We recommend that the (enumerated) additional requirements and permit restrictions, 
to augment those currently mandated for TEA schools, be adopted by all proprietary 
schools regarding commissioned sales persons. 

3. We recommend that all licensing agencies establish minimum entrance requirements and 
require schools in their jurisdiction to submit said entrance requirements fat the agency's 
critical review and approval. 

4. We recommend that all schools adopt the (enumerated) policies with regards to admittance 
of ability-to-benefit students and their successful mains treaming into the vocational 
training for which they are targeted. 

5. We recommend that the enrollment agreement or. contract used by proprietary schools 
shall contain the (enumerated) provisions in addition to those already mandated. 

D. Guaranteed Student Loan Programs and Default Rates 

1. We recommend that the deadline for refunds by schools to students be extended to 60 
days; and 'hat the Commissioner or Director raise the interest penalty for late refunds to 
a level which will be a deterrant. 

2. We recommend that any refunds made shall be applied to the repayment of student loans 
first; secondly, that they shall be applied to other government aid; and lastly, that they 
may be applied to personal tuition expenditures. 

3. We recommend that schools be required to notify TGSLC and the lender, within 30 days 
from the determination that a refund is due to a student, of any refunds already made or 
required to be made. 

4. We recommend that the lender or TGSLC be required to notify the student and the school 
whenever that student's loan has changed hands. 

n. ACHIEVEMENT of Employment 

A. Placement of Graduates 

1 . We recommend that all agencies collect data from the proprietary schools they regulate, 
inclusive of total enrollment, retention rates, completion rates, placement rates, and 
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employment rates; and that they require schools to state a desired retention and 
employment rate prior to program approval. 

2. We recommend that proprietary schools engage the services of Advisory Councils to 
facilitate better quality and proximity to industry needs of their programs. 

3. We recommend that schools be required to report both placement and employment figures 
to their licensing authority. Yet in the absence of any claims by a school of placement 
assistance or service, they may convert the placement figures to percentages when 
reporting to students. 

4. We recommend that all agencies shall require schools they regulate to monitor and report 
completion rates. 

B. Quality in the Educational Experience 

1 . We recommend that all agencies require submission for approval of course length and 
content, that the course length and content be of such nature as to assure, reasonably, that 
students will develop job skills and knowledge; and that the Commissioner or Director 
set minimum and maximum program lengths following along the (enumerated) 
guidelines. 

2. We recommend that the Applied Technology Degree and the Occupational Studies Degree 
be removed from the authority of the Texas Education Agency. The Texas Education 
Agency will no longer retain its approval and regulatory authority of any proprietary 
school degrees. The Texas Higher Education Coordinating Board will retain authority 
and regulation for all degrees; and 

We recommend that the Chapter 12 Rules recommended by the Texas Higher Education 
Coordinating Board's Task Force on Associate Degrees for Proprietary Schools, and other 
rules adopted by THECB, shall be the governing instruments for proprietary school 
degrees. 

3. We recommend that proprietary schools with a significant number of students in degree 
programs should consider seeking accreditation by the Southern Association of Colleges 
and Schools 1 Commission on Colleges. Further, we recommend that all proprietary schools 
be encouraged toward articulation agreements using the (enumerated) guidelines. 

m. ACCOUNTABILITy of Systems 

A. Management Capacity of Schools 

1 . We recommend that all licensing agencies adopt rules regarding on-site evaluations, and 
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standards designed to qualify the facilities and equipment employed by schools they 
regulate conforming to those already in place regarding TEA schools, and additionally, 
those (enumerated). 

2. We recommend that all agencies adopt requirements regarding the qualifications of staff 
conforming to those already in place for TEA schools, and additionally, those 
(enumerated). 

3. We recommend that classes, courses, programs or schools intended to prepare students 
to sit for undergraduate, graduate, postgraduate or professional licensing and occupational 
entrance examinations, be exempted from regulation; except that they shall continue to 
meet the (enumerated) licensing requirements; and 

We recommend that agencies examine current regulations to determine their fairness and 
equitable application to smaller schools and teat preparation schools, including, but not 
limited to, the (enumerated) regulations; and 

We recommend that agencies adopt policies, and where feasible, personnel, dedicated to 
the advancement of constituent support. 

D. Financial Solvency of Schools 

1 . We recommend the establishment of a Proprietary School Fund, administered by the Texas 
Education Agency, and expressed as a percentage of annual gross tuition. 

2. We recommend that the maximum bond limitation of $25,000 be abolished. 

3. In order to avoid providing assistance for students to attend institutions that are near 
closing, the Committee recommends that the statutory requirement, That a school should 
bg financially sound and capable of fulfilling its commitments for training", be replaced 
with explicit and objective finan ial criteria. Schools should be expressly prohibited from 
carrying unearned tuition as a current asset, and should be required to carry the item as 
a current expense. Current assets should be required to exceed liabilities by a ratio of not 
less than one-to-one. 

4. In order to detect failing institutions and provide whatever technical assistance is 
appropriate, the Committee recommends that schools having gross tuition revenue income 
exceeding $25,000, be required to submit compiled and reviewed financial statements 
together with the previous two year's federal income tax returns, annually, to the State 
Auditor's Office for review. 

5. We recommend that rules be implemented that make the school owner, if an individual, 
or the majority shareholder, if a corporation, personally liable for the payment of any 
unpaid tuition refunds; and 
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We recommend that the willful failure to pay a tuition refund be declared a deceptive 
trade practice; and 

We recommend that the current statute be amended to include criminal penalties, as 
(enumerated). 



NOTE: Where the designation U . numerated) is employed, the reader is directed to the appropriate 
section of this Report for details and/or further clarification. 
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PROPOSED CONCURRENT RESOLUTION TO CONTINUE THE 
JOINT INTERIM COMMITTEE ON PROPRIETARY SCHOOLS 
FOR INTRODUCTION TO THE 72nd TEXAS LEGISLATURE 

WHEREAS, Chapter 32, Education Code, provides for the certification and regulation of 
proprietary schools by the Central Education Agency; and 

WHEREAS, The chapter sets forth various criteria for certification, and the agency by rule has 
promulgated guidelines and minimum standards for the operation of proprietary schools in Texas; 
and 

WHEREAS, Former students of some proprietary schools have questioned the effectiveness of 
state regulation in ensuring that all such schools provide quality course work and adequately 
prepare students tor employment in a trade or profession; and 

WHEREAS, The concerns raised by these citizens merit the continued attention of the Texas 
Legislature; now, therefore, be it 

RESOLVED, That the 72nd Legislature of the State of Texas hereby request the lieutenant 
governor and the speaker of the house to continue, pursuant to their authority under House 
Concurrent Resolution 142, 71st Legislature, Regular Session, 1989, the Joint Interim Committee 
on Proprietary Schools as currently constituted; and, be it further 

RESOLVED, That the committee shall be charged with the following responsibilities: 

(1 ) to conduct a thorough examination of the policies and procedures currently used by licensing 
agencies to regulate proprietary schools; 

(2) to monitor proprietary schools and licensing agencies for compliance with current law and 
with recommendations contained in the Report of the Joint Interim Committee on Proprietary 
Schools; 

(3) to conduct research regarding the issue of consolidation, including the study of proposals 
that would centralize or coordinate regulatory authority for proprietary schools or establish a dual 
regulatory authority; 

(4) assess the progress of various initiatives related to the proprietary school educational system, 
in :luding the following amendments and resources: 

(a) amendments contained in Chapter 813, Acts of the 71st Legislature, Regular Ses- 
sion, 1989; 

(b) 1991 amendments to Chapter 61 , Education Code, with regard to the resolution of 
United States Senate hearings on abuses in student aid programs and the United States 
Department of Education Inspector General's audit analysis; 

(c) Resource Center for State Affairs Compendium, with regard to the data bank of 50- 
state propriety school laws; and 

(d) State Higher Education Executive Officers Association Directory, with regard to the 
14-state initiative for proprietary school "model plans"; and, be it further 

RESOLVED, That the committee have the power to issue process as provided in Section 301 .024, 
Government Code; and, be it further 

RESOLVED, That the committee have all other powers and duties provided to Joint select 
committees by House Concurrent Resolution 142, policies and procedures adopted pursuant to 
the resolution, and Subchapter B, Chapter 301, Government Code. 
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This Texas Education Agency publication is not copyrighted. Any or all 
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Chaptar 32 
Page 1 



TEXAS PROPRI ETARY SCHOOL ACT 



SUBCHAPTER f TITLE AND PURPOSE 



§32.01. short Tltla . Thla Act ahall ba known aa tha 'Taxaa Proprlatary School 
Act." 

§32.02. EUTJtttM and nhUctlvaa . Tha sla In adopting thla Chaptar la to provida 
certification and ragulation of proprlatary achoola in Taxaa. 



§32. xx, pfflnitlona . Tha following words, tsras, and phrssss shall havs tha 
meaning aecrlbud to than In thla aactlon. 

(X) -Proprlatary School," referred to ee "school" , aeene any buelneee enterprise 
operated for s profit, or on e nonprofit baits, which maintains s place of 
business within the State of Texee, or eoliclte buelneee within the State of 
Taxaa, end which le not epeciflcelly exemptsd by ths provisions of this 
Chsptsr and; 

(A) which of fare or aalntelna a courss or coursss of Instruction or study; 
or 

(B) st which plscs of buelneee euch e couree or coureee of instruction or 
etudy le evelleble through clsssrooa Instruction or by corrsspondencs, 
or both, to a pareon or pareons for the purpoea of training or 
prspsrlng the pereon for e field of endeavor In a buelneee, trsds, 
technlcel, or industrisl occupation, or for avocetional or parsonsl 
loprovssisnt, sxcspt as hsrslnaftsr excluded. 

(2) "Owner" of e echool neene: 

(A) in the caee of a achool owned by an individual, that individual; 

(B) In the caee of a school ownsd by s psrtnsrshlp, sll full, sllsnt, snd 



(C) in ths caee of a echool owned by e corporetlon, the corporetion, Its 
dlrectore, offlcere, and aech eheruholder owning eharae of leeued end 
outetandlng etock aggregating at laeet ten percent (10%) of the totel 
of the leaued and outa tending eheree. 

(3) -School e«ployee" neane any pereon other then an owner, who directly or 
indirectly recalvee conpeneatlon froai the echool for eervlcee rendered, 

(4) "Repreeentetlve" neane e pereon employed by the echool ae defined herein, 
whether the echool le loceted within or without the State of Taxaa, to act as 
en agent, eolicitor, broker, or Independent contrector to directly procure 
etudenta or enrolleee for ths school by solicitation within or without this 
State at any placa. 



SUBCHAPTER B - CEHRBAI. PROVISIONS 



limited partnare; 
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(5) "Adainiatrator" meene th«a Stata Coaalee loner of Education or a par ion, 
knowledge eble In tha edalnletretlon of regulating proprietary achool a, 
deelgneted by tha (tammlee loner to adalnleter tha provlalona of thla chap tar. 

(6) "Notlca to tha achool" meens vrlttan corraapondanca aant to tha addraaa of 
racord for legel aarvlca contalnad In tha application for a certificate of 
approval. "Data of Notlca" meene tha data tha notlca la Ballad by tha 
administrator, 

(7) "Support" or "supported" meana tha primary aourca and aeane by which a achool 
darlvaa revenue to parpatuata Ita operation. 

(8) "Paraon" meene any Individual, firm, partnership, eeeocletlon, corporation, 
or other private entity or combination thereof. 

(9) "Uneerned tuition" meene tote? tuition end feee eubject to refund under 
Section 32.39, total tuition end feee collected froai atudante currently 
enrolled, end totel tuition end feee collected froa proepectlve etudanta. 

§32.12, Enaapfclona.. 

(a) The following echoole or educational Inatltutlona ere epeclflcelly exeapt 
froa the provlalona of thla chepter end ere not vlthln the definition of 
"proprletery achool": 

(1) a achool or educational Inatltutlon eupported by texetlon froa either e 
locel or Stata aource ; 

(2) nonprofit echoole owned, controlled, opereted, end conducted by bona 
fide rallgloue, denominational, slssaoaynary, or elaller public 
Inatltutlona axeapt troa propsrty tsxatlon under the lava of thla 
State, but such schools nay chooss to spply for s csrtlflcata of 
approval hereunder, end upon epprovel end leeuanca, ehall be eubject to 
tha provlalona of thla chapter ee determined by the admlnletretor ; 

(3) a echool or trelning program which offare Instruction of purely 
evocetlonal or recreetlonal aubjecte ee determined by tha 
edalnletretor; 

(4) e rouree or coureee of Inatructlon or atudy eponeored by en employer 
fox >e training and preparation of Ita own employaee, and for which no 
tut. n fee le charged to the etudent; 

(5) e couree or coureee of atudy or Inatructlon sponsorsd by s recognized 
tied*, bualneee, or profaeelonal organisation for the Inatructlon of 
the members of the organisation with a cloaed memberehlp; 

(6) private collegee or unlvareltlee which ewerd e recognised 
becceleureete, or higher degree, end which maintain and operete 
educetlonal programs for which s majority of the credlte given ere 
trenefereble to a collage, Junior college, or unlverelty eupported 
entirely or pertly by texetlon froa either e local or State aource; 
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(7) a achool which la otharvisa ragulatad and approvad undar and purauant 
to any othar lav of tha Stata, aXcapt aa provldad by Subaactlon (c) of 
thla aactlon; 

(8) aviation achoola or Inatructora approvad by and under tha auparvlalon 
of tha Fadaral Aviation Administration; 

(9) a achool which offara Intanalva ravlav couraaa daalgnad to prapara 
atudanta for cartlflad public accountancy taata, public accountancy 
taata, lav achool aptltuda taata, bar axaalnatlona, or nodical collaga 
admissions taata. 

(b) Schoola offsrlng a couraa or couraaa of apacUl atudy or Inatructlon flnancad 
and/or aubildlzad by local, atata, or fadaral funda or any parson, firm, 
association, or agancy othar than tha, atudant involvad, on a contract baala 
and having a cloaad anrollmant say apply to tha Administrator for axsmption 
of auch couraa or couraaa from tha provlalona of thla Chaptar and auch couraa 
or couraaa may ba daclarad axsmpt by tha Adalnlatrator whara ha flnda tha 
coursa or couraaa to ba outalda tha purvlav of thla Chaptar. t 

(c) If a Stata agancy that laauaa a llcanaa or othar authorisation for tha 
practlca of an occupation alacta not to ragulata or approva couraa houra that 
axcaad tha minimum aducatlon raqulramanta for tha laauanca of tha llcanaa or 
othar authorization, tha llcanalng agancy ahall antar Into a memorandum of 
undoratandlng vlth tha Gantral Education Agancy for tha ragulatlon of thoaa 
axcaaa couraa houra undar thla chaptar. Any couraa taught undar a lattar of 
approval or othar wrlttan authorisation laauad by tha llcanalng agancy bafora 
tha affactlva data of tha memorandum la author Izad undar Stata lav until tha 
couraa la ravlavad by tha Gantral Education Agancy. Tha llcanalng agancy may 
terminate tha memorandum of undaratandlng on not lea to tha Gantral Education 
Agancy. 



932.21. C«ntr«l Education Aeoncy. 

(a) Tha Cantral Education Agancy ahall axarclaa Jurisdiction and control of tha 
system of achoola, and It ahall ba tha duty of tha Commloolonor of Education 
to carry out auparvlalon of tha provlalona of thla chaptar, and to anforca 
minimum atandarda for approval of achoola undar tha oparatlng ragulatlona and 
pollclaa haralnaftar oet forth and aa may fro« tlma to tlma ba adoptad 
purauant to tha provlalona of thla chaptar. 

<b) Tha Cantral Education \gancy ehett prapara a comparison of tha coat to a 
atudant of couraaa of Inatructlon or training programa at proprlatary achoola 
to tha coat to a atudant of almllar couriaa or programa at achoola that ara 
exanpt from thla chaptar undar Saction 32.12 of thla coda. 

(c) Tha agancy may consult a racognlzad axpart in a fiald of atudy for aaalatanca 
In datarmlnlng minimum program atandarda undar thla chaptar for that fiald. 



SUBCMAPTQ C. fiRNElAL POtfERS AND DUTIES 
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<d) The Cantral Education Agency and tba Taxaa Hlghar Education Coordinating 
Board ahall adopt a aeaorandua of undaratandlng which davalopa guldallnaa for 
coordinating tha ragulatlon of propria tary tchoola and couraaa that ara 
subject to Sactlona 61.301 through 61.317 and Chaptar 32 of thla coda. Iha 
aeaorandua ahall Includa provlalona which: 

(1) claarly Idantlfy tha raaponalhllltlaa of aach agancy in ragulatlng 
propria tary achoola; 

( 2 ) anaura that tha rulaa adoptad by both aganclaa purauant to tha 
asaorandua of undaratandlng ara not dupllcatlva or In conflict; and 

(3) aatabllah procaduraa for anaurlng that Inforaatlon aff acting tha 
proprietary achool ragulatory actlvltlaa of both aganclaa la aharad 
between tha aganclaa. 

132.22. Tha *t*f Board of Education. Tha Stata Board of Education ahall adopt 
pollclaa, ragulatlona, and rulaa nacaaaary for carrying out tha provlalona of thla 
chaptar of tor consultation with tha Propria tary School Adviaory Coealeelon. 

132.23. Proprietary School Adviaory no—t««ton . 

<a) Tha Proprietary School Adviaory Coamlaelon la craatad. Tha Coamlaelon ahall 
ba coapoaed of nlna aeabero appoint ad by tha Stata Board of Education for 
ataggarad tcrae of alx (6) yaara expiring on January 31 of aach odd-nunbered 
year. If one of tha coamlaalon asabers raalgna or la otharwlee unable to 
aarve, a new asaber ahall ba appointed by tha Stata Board of Education to 
fill tha unexpired torn. Pour aaabero of tha CoamUeelon ahall ba 'ovnero* or 
ahall ba *eaployeoe» eaployed in a managerial or executive capacity by tha 
echoolo aa defined In Section 32.11 of thle Coda and ahall Includa at laaat 
one asaber froa each of tha following school araae: (1) trade and technical 
echoolo, (2) buslneoo schools, and (3) corraepondenca achoole; of theae four 
asaber a, one ahall ba a per eon who owns or oparatae not sore than two (2) 
proprietary echoolo In Taxaa; one neater shall ba a public achool official; 
and four aeabere ahall ba dletlngulshad cltltana of Taxaa who do not have a 
direct connection to vocational- technical training. All aeabere appointed by 
the State Board of Education ahall have been recoamendcd by the Acmlnletretor 
to the State Board of Education. In suiting hie racoamwjndatlona, tha 
Adalnlotrotor ahall consider any racosMandatlona Bade to hln by partlee 
Intereeted In tha composition of the Adviaory Coamleelon. Tha attorney 
general and tha director of the Texaa Guaranteed Student Loan Corporation ere 
ex officio aeabere of tha Adviaory Coamlaalon. 

<b) The coamlaalon ahall elect one neater as chairman of the coamlaelon. A 
majority of the eppolnted amabere at tha call of the chair ahall organise and 
elect the other offlcere that the ceamiaelon deans neceessry. 

(c) The coemleelon ahall meet regularly In Austin at 10:00 a. a. on the eecond 
Tuoeday of January, Kay, and Sopteaber. and ahall conduct apeclal meet Inge et 
the cell of the chair, tha adalnletrator, or upon tha written petition of et 
leaat four asabera of thu coamlaelon. 
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(d) A member of tha commission ssrvss without compensstlon but upon praaanUtlon 
of a vousher olgned by tha chairman of tha commission and approvad by tha 
edmlnlstrstor la antltlad to racalva rslmburssment for actual axpanaaa 
Incurred while traveling on official eowlaalon bualnaaa In accordance with 
tha policy and regulations of tha Stata of Toxaa. 

(a) A Majority of tha cowls a Ion la a quo run for tha conduct of bualnaaa; 
provided, however, that no less thsn four voting aeabsrs nuet concur In any 
matter before the commission. 

(f) Ths commission shell be advisory In nature. It ehell ect with the edvlce and 
eeslstance of ths admlnlatrator and may hold haarlnga upon aubatantlva 
chsngss In rulss, regulations, and minimum standards. Tha advice of the 
commission with rsspact to tha policies, rsgulatlona, minimum atandards, and 
rule a for carrying out the provisions of this chapter, shall be forwarded by 
the admlnlatrator to the State Board of Education. 

932.24. Thitimm of Ad»lMafcrafco* 

(a) The admlnlatrator shall carry out the policies of this chapter and enforce 
the rulee and regulations adopted by the Stete Board of Education. Ha ehell 
aleo certify the names of thoss schools masting ths rsqulrsmsnts for s 
csttlflcsts of approval. 

(b) Ths admlnlatrator may adopt and enforce temporary rule a and regulations 
pursuant to tha provisions of this chsptsr but tha tensors ry rulss snd 
rsgulatlona ere valid only until the next meeting of the Stata Board of 

Education. 

932.25. Maaorandua of ttndo.rata ndlna for Bitulitlon of Proprietary Schools. 

(a) The Central Education Agency ahall develop, In consultation with the Texee 
Guaranteed Student Loan Corporation and each atete agency that regulatae 
proprietary schools In this state, a comprehensive strstsgy to rsducs dsfsult 
retes st the rsgulstsd proprlstsry schools snd to lmprovs ths oversll quality 
of the programs operated by theaa schools. 

(b) Ths Csntrsl Iducstlon Agency shsll sxscuts s memorsndum of understanding 
. outlining the etrategy with tha corporation and each atete agency regulating 

proprietory schools snd shall sdopt rulss to csrry out Its dutlss undsr this 
ssctlon. Ths Tsxaa Guaranteed Student Loan Corporation ahall adopt the 
aemorandum of understanding as procsdurss of tha corporation, and eech egency 
by rule ahall adopt the memorandum of undr re tending, 

(c) Ths msmorsndum of understanding ahall: 

(1) require the development and monitoring of lndlcetora thet Identify 
echoole that have exceaalva losn dsfsult rstss, poor program 
perforasnce, or both; 

(2) require the aha ring of spsclfle Information relet lng to the lndlcetore 
between the Control Education Agency end the Texaa Guaranteed Student 
Loon Corporation or other agency; and 
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(3) require tha application of •pacific aanctlona by tha Central Education 
Agency or by tha Taxaa Guaranteed Student Loan Corporation or other 
egency, ea appropriate, to lover the default re tee, laprovs proars. 
perforaence or both. 

(d) If the Centr 1 Educetlon Agency entere e aesorsndua of underetendlng with the 
Texee Guere;.teed Student Loan Corporation raleted to the reguletlon of 
proprietery echoole, the egency amy require eech proprletery echool governed 
by thle chepter to provide Info met Ion to the egency thet le neceeeery for 
the purposes of the aeaorendua of underetendlng. 

SUBCHAPTER D. authqr T7.F.n npRBATIOT ftF gflffllM 
§32.31. Certificate of Approval . 

(e) A school Bay not aalntsln, edv.rtiee, solicit for, or conduct eny course of 
inetruction in Texee before the later of: « 

(1) ths 30th day sftsr ths dats the echool eppllee for e certificate of 
epproval under this chepter; or 

(2) the date the school rscelvee e certificete of epprovel fro. the 
edalnletretor. 



(b) 



Any contrsct ante red into with sny p.rson for s course of instruction after 
™! k w'i'w 0 ' this chepter by or on behelf of eny person opsrsting 
sny school to which s certificete of epprovel hee not been issued pursuant to 
thereon V ° ^ cb,pt,r » ,h,U b< unenforceable in eny action brought 

i 32 ; 3 ?* to al ftntlon for Cerrlflreta at Annr^ Eviry proprUttrv tchool 

?? \ r PPl J V, ? t0 th * ■**nietretor for a certificete of epprovel. Such 
epplicetion .hall be verified, be in .uch for. .. «ay b. pt.tcrlli"^^ Stite 
Board^of fcduc.tion, end .hell furnish th. ed.ini.tr.tor such infection he «J 

5rLr?:*.S lti 5 ia ; ^ aay approve the epplicetion of .uch 

proprietery school whan the echool i. found, upon inv.etig.tion et the prealees of 
the school, to h.v. set the following criterie; p™-i"s or 

<-) Un.t^V , ^J 5UrrlCUl ?; -nd J lna J tnictlon •» °* ■«* quality, content, and 
JEK*k y " M0Mb >y,«* •dtquat.ly echleve the et.t.d obj.ctiv. for 
which th. ccursss, currlculu. or instruction are offered. 

<b) Kuc 1 ^ - 
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<d) Tha •chool maintaine a written record of the previoue education and training 
of tht applicant atudtnt and cltarly Indlcattt that approprlata cradit has 
baan given by tha achool for pravloua aducatlon and training, with tha ntv 
training pariod ahortanad whara warranted through uaa of approprlata skills 
or achlavaiMnt taata and tha atudant ao notlflad. 

(a) A copy of tha couraa outlina; schadula of tuition, faee, refund policy, and 
othar chargaa; ragulationa partaining to abeonco, grading policy, and rulss 
of oparation and conduct; ragulationa partaining to inconplata gradaa; tha 
naae mailing addreee, and talaphona nuaber of tha Cantral Education Agancy 
for tha purpoaa of diracting co»plainta to tha agancy; tha currant rataa of 
lob placement and omployaent of atudanta iaauad a cartificata of coaptation; 
and notification of tha availability of tha coat coapariaon information 
praparad undar Saction 32.21(b) of thia coda through tha Cantral Education 
Agancy will ba furniahad tha atudant prior to enrollment. 

(f) Except aa providad by Saction 32.40 of thia coda, on coaplation of training, 
tha atudant is givan a cartificata by tha achool indicating tha couraa and 
that training waa aatiafactorily completed. 

(I) Adaquata record! aa praacribad by tha administrator ara kept to enow 
attandanca and progrees or gradaa, and aatiafactory atandarda ralating to 
attendance, prograaa, and conduct ara anforcad. 

(h) Tha achool coapliaa with all local, city, county, municipal, state, and 
fadaral ragulationa, such aa fira, building, and aanitation codaa. Tha 
adainiatrator aay raquira auch avidanca of coaplianca aa ia daaaad nactsaary. 

(i) Tha achool ia financially aound and capabla of fulfilling ita coaaitaanta for 
training. 

<J) Tha achool 1 a adainiatratora, dlractoro, ownara, and instructors ara of good 
raputation and charactar. 

(k) Tha achool haa, aaintaina, and publiahaa in ita catalogue and enrollment 
contract, tha proper policy for the refund of the unueed portion of tuition, 
fees, and other chargee in the avent the student enrolled by the echool faile 
to taka the couree or withdraws or ia diacontinued tharefroa at any time 
prior to completion i 

(1) Tha echool does not utilize erroneoue or mieleading advertieing, either by 
actual statement, omission, or intimation as deterained by the State Board of 
Education. 

(a) Such additional criteria aa may ba required by the State Board of Education. 

(n) The echool doee not uee a name like or similar to an axieting tax-aupported 
school in tha earns area. 

(o) The echool fumiehee to the Central Education Agancy tha currant ratee of 
etudente who receive a certificate of completion and of Job placaasnt end 
employment of studente ieeued a cartificata of coaptation. 
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(p) The school furnishes to the Central Education Agency for approval or 
disapproval student admission requirements for each course or program offered 
by the school. 

(q) The school furnishes to the Central Education Agency for approval or 
disapproval the course hour lengths and curriculum content for each course 
offered by the school. 

(r) The school does not owe a civil penalty under Section 32.611 of this code. 

§32.34. Tasuangft of Certificate of Approval: Renewal . 

(a) The administrator, upon review of an application for a certificate of 
approval duly submitted in accordance with the provision of Section 32.32 and 
meeting the requirements of Section 32.33 of this chapter, shall issue a 
certificate of approval to the applicant school. The certificate of approval 
shall be In a form recommended by the commission and approved by the State 
Board of Education end shall state In a clear and conspicuous manner at least 
the following Information: 

(1) date of Issuance, effective date, and term of approval; 

(2) correct name and address of the school; 

(3) authority for approval and conditions of approval, if any, referring 
specifically to the approved catalogue or bulletin published by the 
school ; 

(4) signature of the administrator or such person as may havs been 
designated by him to administer the provisions of this chapter; and 

(5) any other fair and reasonable representations that are consistent with 
this chapter and deemed necessary by the administrator. 

(b) The term for which a certificate of approval shall be Issued shall not exceed 



(c) The certificate of approval shall be Issued to the owner of the applicant 
school and shall be nontransferable. In the event of a change in ownership 
of the school, a new owner must, at least thirty (30) days prior to the 
change In ownership, apply for a new certificate of approval. 

(d) At least thirty (30) days prior to the expiration of a certificate of 
approval, the school shall forward to the administrator an application for 
renewal. The administrator shall reexamine the school at the premises of the 
school and either renew or cancel ths school's certificate of approval. If a 
school falls to file a complete application for renewal at least thirty (30) 
days before the expiration date of the certificate of approval, the school, 
as a condition of renewal, must pay, In addition to the annual renewal fee, a 
late renewal fee In an amount established by State Board of Education rule of 
at least $100. 



one year. 
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(•) A school not yet In operation whan Its application for certificate of 
epprovel le filed nay not begin operation until receipt of certificate of 



(f) The administrator shall vie It a school to reexamine the school for compliance 
with the crlterle provided by Section 32.33 of thle code not letsr than three 
■onths efter the date a echool begins operation or after e change In 
ownership of a echool. 

§32.35. Denial of Certificate of /uproval . 

(a) If the admlnlstretor, upon review and consideration of an application for 
certificate of approval, shall determine the applicant to be unacceptable, 
the Administrator shall set forth the reasons for denial, In writing, to the 
applicant. 

(b) Any applicant whose certificate of approval Is denied shall have the right of 
appeal under Subchapter E of the chepter. 

932.36. Revocation of Cartlflcate of Approval. 

(a) The Admlnlstretor may revoke en Issued certlflcete of approval or place 
reasonable conditions upon the continued epprovel repreeented by the 
certlflcete. Prior to revocetlon or Imposition of conditions upon e 
certlflcete of epprovel, the Administrator shall notify the holder of the 
certlflcete, In writing, of the Impending action end set forth the grounds 
for the ectlon. The Admlnlstretor may reexamine a 'jhool two or more times 
during each yeer In which a notice relating to the school hes been Issued or 
conditions heve been Imposed on the school under this subsection. 

(b) A certlflcete of approval may be revoked or made conditional If the 
Admlnlstretor hee reasonable cause to believe thet the school Is guilty of e 
violation of this chapter or any rules end regulation! promulgated hereunder. 

532.37. Ragle trat Ion of Representative. 

(a) All representetlves employed by a school shell register with the 
edmlnletretor. Application for regie tret ion may be Made at any time end 
shell be besed on Information submitted In accordance with the provisions of 
Section 32.32 of this chapter. 

(b) Registration of e representetlve shell be effective upon receipt of notice 
from the edmlnletretor end shell remain In effect for e period not In excess 
of twelve (12) celendar Months. Renewel of representative reglstretlon shell 
be In eccordence with the renewel application form forwarded to the school by 
the edmlnletretor. 

(c) Denlel or revocetlon of reglstretlon of e representative by the administrator 
shall be In eccordence with the provisions of this chepter applicable to 
denlel or revocetlon of e certlflcete of epprovel: provided, however, the 
edmlnletretor mey deny, suspend, or revoke the reglstretlon of e 
representetlve who hes been convicted of a felony, whether within or without 
the Stete of Texas. 



epprovel . 
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(d) Schools domiciled, or having their principal place of business outside the 
State of Texas that engage representatives to canvass, solicit, or contract 
with any person within the State of Texas, shall be subject to the 
requirements for registration of representatives. 

(e) The administrator shall deny registration of a representative who owes a 
civil penalty under Section 32.611 of this code. 

§32.38. Bond Requirement*. 

(a) Before a certificate of approval Is Issued under this chapter, a bond shall 
be provided by the school for the period during which the certificate of 
approval is Issued, and the obligation of the bond shall be that neither a 
provision of this chapter nor any rule or regulation adopted pursuant thereto 
shall be violated by the school or any of Its officers, agents, or employees. 
The bond shall be In the penal sum of $5,000 or a multiple of $5,000 that Is 
not greater than $25,000. The administrator shall determine the amount based 
on the evidence the school submits of Its projected maximum total unearned 
tuition during the period of the certificate of approval. The bond shall be 
a corporate surety bond Issued by a company authorized to do business In the 
State, conditioned that the parties thereto shall pay all damages or expenses 
which the State or any governmental subdivision thereof, or any student or 
potential student may sustain resulting from a violation. The bond shall be 
to the State to be used only for payment of a tuition refund due to a student 
or potential student. The bond shall be filed with the administrator and 
shall be In such form as shall be approved by the administrator. 

(b) Before a representative may be registered under this Chapter, a bond In the 
penal sum of $1,000 shall be provide/ by or for each representative for a 
period running concurrently with t hay of a school's certificate of approval, 
and the obligation of thai bond shall be that neither a provision of this 
chapter nor any rule orN^egulatton adopted pursuant thereto shall be 
violated, nor shall fraud or^lsref resent at ion in securing the enrollment of 
a student be committed by the \epYesent stive . The bond shall be a corporate 
surety bond Issued by a compear authorized to do business In the State, 
conditioned that the parties tberVo shall pay all damages or expenses which 
the State, any governmental solvation thereof, or any student or potential 
student may sustain resulting from V violation. The bond shall be to the 
State for the use and be/ef It of Viy student or potential student or 
governmental subdivision oJr the State wklch may suffer expense or damage by 
breach thereof. The bondAhall be flled\wlth the administrator and shall be 
in such form as shall be Approved by the administrator. 

(c) In lieu of the corporate surety bond required In Subsection (a) of nhls 
Section, the school may, In the alternative, provide any other similar 
certificate or evidence of Indebtedness as may be acceptable to the 
Administrator, provided that the Certificate or evidence of Indebtedness 
meets all the requirements applicable to the corporate surety bond. 

(d) Schools domiciled, or having their principal place of business, outside the 
State of Texas, that engage representatives to canvass, solicit, or contract 
with any person within the State of Texas, shall be subject to the bond 
requirements of Subsection (a) of this Section. 
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(•) Tht tdminiitrator, for good ceuse shown, •• recommended by tht commission tnd 
approved by tht Stttt Boerd of Educttion, My vtlvt •nd tuiptnd tht 
requirements set forth In Subsections (t) tnd (c) of this Stctlon with 
rttptct to schools operetlng wholly or in port under t ftdtrtl grtnt where no 
tuition ftt !• chtrgtd to tht itudtnt. 

532.39. Pnf»*nH Policy. 

(t) As t condition for grenting ctrtlflcttlon ttch school must maintain t 
ctnctllttlon tnd settlement policy which mutt provide t full rtfund of til 
monies paid by t itudtnt If; 

(1) tht itudtnt cancels tht enrol laent egreement or contrtct within 72 
houri (until midnight of tht third dty excluding Saturday! , Sundeye, 
and ltgtl holidayi) tfttr tht enrol laent contrtct li signed by the 
prospective itudtnt; 

(2) tht enrollment of tht itudtnt wti procured ti t rtiult of any 
mlsrepresentetlon in edvertlslng, promotionel meterlels of tht school, 
or repreitntttloni by the owner or representatives of the ichool . 

(b) Ai a condition for granting ctrtlflcttlon, ttch ichool auit melnteln a policy 
for the rtfund of tht unuied portion of tuition, feei, tnd othtr chtrgti In 
tht tvtnt tht itudtnt, tfttr txplrttlon of the 72-hour cenctllttlon 
privilege, felli to tnttr tht count, or wlthdrtwi, or li dlicontlnutd 
therefrom tt tny tine prior to coaplttlon, end luch policy emit provide: 

(1) rtfundi for rtildtnt counei will be beied on tht ptrlod of enrollment 
computed on tht btili of courie tint txprtntd In clock houri; 

(2) tht tfftctlvt datt of tht termination for refund purposes will be the 
eerlleit of tht following: 

(A) tht lent day of ettandanca, If the itudent li terminated by the 

ichool; 

(B) tht date of receipt of written notice from tht itudent; 

(C) tan school dayi following the lest date of attandenca; 

(3) If tuition Is collected In advance of entrance, and If, after 
expiration of the 72-hour conciliation privilege, the student does not 
enter the residence school, not more thsn $100 shell be retelntd by tht 
school; 

(4) for tht studtnt who tnttrs t rtsldtnct courst of not mort thtn 12 
months In length, termlnetts or wlthdrews, the school may retain $100 
of tuition end fees snd the minimum refund of the remaining tuition 
will be: 

(A) during the first weak or one-tenth of the course, whichever Is 
lass, 90 ptrctnt of tht remaining tuition; 
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(5) 
(6) 

(7) 
(8) 
(9) 



(10) 



(B) after the first week or one*tenth of the course, whichever Is 
less, but within the first three weeks of the course, 80 percent 
of the remaining tuition; 

(C) after the first three weeks of the course, but within the first 
quarter of the course, 75 percent of the remaining tuition; 

(D) during the second quarter of the course, 50 percent of the 
remaining tuition; 

(E) during the third quarter of the course, 10 percent of the 
remaining tuition; 

(F) during the last quarter of the course, the student may be 
considered obligated for the full tuition. 

for residence courses more than 12 months In length, the refund shall 
be applied to each 12-raonth period, or part thereof separately; 

refunds of Items of extra expense to the student, such as Instructional 
supplies, books, student activities, laboratory fees, service charges, 
rentals, deposits, and all other such ancillary miscellaneous charges, 
where these Items are separately stated and shown In the data furnished 
the student before enrollment, will be made In a reasonable manner 
acceptable to the administrator; 

refunds oased on enrollment In residence schools will be totally 
consummated within 30 days after the effective date of termination; 

refunds for correspondence courses will be computed on the basis of the 
number of lessons In the course; 

the effective date of termination for refund purposes In correspondence 
courses will be the earliest of the following: 

(A) the date of notification to the student If the student Is 
terminated; 

(B) the date of receipt of written notice from the student; 

(C) the end of the third calendar month following the month In which 
the student 1 s last lesson assignment was received unless 
notification has been received from the student that he wishes to 
remain enrolled; 

If tuition Is collected before any lessons have been completed, and If, 
after expiration of the 72 -hour cancellation privilege, the student 
falls to begin the course, not more than $50 shall be retained by the 
school; 
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(11) in cases of termination or withdrewel eftsr the etudent hoi begun ths 
correspondence courts* tho ichool My rotoln $50 of tuition ond fsss, 
and tho minimum rofund policy Bust provldo thot tho student will be 
rofundod tho *>ro roto portion of ths remaining tuition fees and othor 
chorgoi that cha number of lessons completed and aarvicod by tha school 
boar i to tho total number of losaona in tha couraoi 

(12) rafunda baaad m *i\rollment in correepondence schools will be totally 
consummated wl' hln .0 days aftar tha affsctiva data of tsrmlnstlon. 

(c) In liau ~£ tha rafuM po??jy horain aat forth, for program of instruction 
not ragularly offorsd to tha ganaral public, tha Stata Board of Education 
■ay. for good causa shown, amend, Modify, substitute, and/or altar tha terns 
of such policy due Co the spsclellzed neture end objective of the subject 
school's course of instruction. 

(d) If the couree of instruction is dlscontlnusd by ths school end this prevents 
the student from completing the course, ell tuition end feee peid sre then 
due and relundsble. 

(e) If e refund is not mode within the period required by this section, the 
school shell pey Interest on the refund for the interval beginning with the 
firet day following the explretlon of the refund period snd ending with ths 
day lmmsdlstsly preceding the date the refund is made. If the refund is made 
to e lending institution, ths interest shell eleo be peid to thet institution 
end epplled egelnet the etudent* e loen. The commissioner of educetlon 
snnuelly ehell eeteblish ths level of intereec et e level eufficfont to 
provide e deterrent to the retention of etudent funds. The Centrel Educetlon 
Agency mey exempt e school from the payaent of ths intsrsst if the ichool 
nakes e good feith effort to refund the tuition bvt le unable to locete the 
student. The echool shell provide to the egency on requeet documentation of 
the effort to loeets the etudent. 

(f) A proprietery school ehell record e grsdc of "Incomplete" for s sti Jent who 
withdrewe but le not entitled to e refund under Subsection (b)(4)(F) of this 
section if the etudent requeete the grede at the time the student wlthdrews 
end the etudent wlthdrews for en eppropriete reeeon unreleted to tho 
etudent* e ecedemlc etetus. A etudent who receives e grede of Incomplete may 
reenroll in the program during the 12 -month period following tha date the 
etudent withdrewe end complete thoee incomplete eubjecte without peyment of 
additional tuition. 

§32.60. Withhold ln T Record s. A proprietary school may withhold a students 
trenecript or certificate of completion of training until the etudent hee 
fulfilled hie flnenclel obltgetion to the echool. 

§32.401. Approvod Degrees. 

(e) A proprietory echool mey offer en essociete of applied erts or an associate 
of epplled science degree epproved by the Texas Higher Educetlon Coordineting 
Board 
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(b) A proprietary school my of far an applied technology degree, en occupetlonel 
studies degree, or other degree epproved by the Centrel Educetlon Agency. 
The Centrel Educetlon Agency shell heve no euthorlty to epprove e dagrae 
title that uses "essoclete," "bachelor* i , ■ "master's," or "doctor's" In the 
title end shell consult with the Taxes Higher Educetlon Coordinating Board to 
ensure thet the titles of degrees epproved by the egency are distinctly 
different from the titles of degrees epproved by the boerd. 

SUBCHAPTER E. APPEAL 

§32.41. haulm. Should the applicant be dlssstlsflsd with the denial of a 
certlflcete of approval by the Administrator , the applicant shell have the right 
to eppaal the decision of the Administrator snd request a heerlng with the 
Administrator within fifteen (15) deys after receipt of notice. Upon receipt of 
the request for e heerlng, the Administrator shell set a time and place for said 
heerlng and then send notice to the school of said time and place. Said hearing 
shall be held within thirty (30) deys from the receipt of the request for s 
heerlng. At seld hearing, en sppllcent nay appeer in person or by counsel and 
present evidence to the Admlnlstretor In support of the granting of the permit 
specified herein. All Interested persons aay also appear and present oral and 
documentery evidence to the Administrator, concerning the Issuance of a 
certlflcete of epprovel to the eppllcent school. Within ten (10) days after the 
heerlng, the Admlnlstretor shell send notice to the school either affirming or 
revoking the denlel of the certificate of epprovel. 

132.42. Aopcjl. 

(a) The administrator's decision nay be appealed to a District Court In Travis 
County. 

(b; Repeeled by Acts 1984, 68th Leg,, 2nd C.S., p. 305, ch. 28, ert, I, pert D, I 
10, eff. Sept. 1, 1984. 

(c) Unless steysd by the Court upon shoving of good causa, the edmlnlstretor's 
decision may not be superseded during the appeal. 

Id) Upon filing of the lawsuit, cltetlon shall be served upon the administrator . 
Whereupon, the edmlnlstrstor shell ceuss to be mede a complete record of all 
proceedings hed before the edminlitretor , and shall certify a copy of the 
proceedings to the Court. Trial before the Court shell be upon the besls of 
the record mede before the administrator, an d the Court shell sake Its 
decision based upon the record. The edmlnlstretor's decision shell be 
efflrned by the Court If the Court finds substantial evidence In the record 
to justify the decision, unless the Court finds the order to be: 

(1) arbitrary and capricious, or 

(2) In violation of the Constitution or lews of the State of Texas, or 

(3) In violation of rules and reguletions promulgated by the State Board of 
Education pursuant to the provisions of the Act. 
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(•> Tha decision of tha trial court ihall ba subject to appaal in Ilka manner at 
any othar civil lawsuit undar tha Texas Rules of Civil Procedure. 

(f) Appaalf concerning ravocarion of cartlflcatai of approval ihall ba prosecuted 
in tha same menner nnd undar tha lama provlalom ai haraln providad for 
appaalf fro* danlal of such cartlflcatai. 

SUBCHAPTER P ClASS ACTION SUITS 

J32.51. fi jajj Action . Any parson or parsons who shall ba injurad by an act takan 
or permitted in violation of thia Act may, on bahalf of himself or themselves and 
othars similarly situated, maintain an action in any District Court of competent 
Jurisdiction, regardlesa of tha amount in controversy, fcr temporary or permanent 
injunctive relief, declaratory relief, or othor relief, including damagea, such 
action to ba purauad in accordanca with tha provisions of Rule 42 of tha Taxas 
Rules of Civil Procedure ; provided, however, that venue for any such action shall 
be in Austin, Travis County, Texas. A party filing such an action must give 
prompt notice to the Attorney General, who shall btt permitted to Join, upon 
application within 30 days, as a party plaintiff. 

§32.52. Notice . In any class action permitted under this Act, the Court shall 
direct the defendant to serve upon each member of the class the best possible 
notice; and if required in the Interest of Justice, the Court nay direct that 
Individual notice be served upon all members of the class who can be Identified 
through reasonable efforte. Such notice shall Inform the recipient that he is 
thought to be a member of the class and, if so, he cay enter an appearance and 
Join in tha suit, either for himself or through counsel. 

§32.53. Judgment and Costs . Tha Court shall enter Judgment In each class action 
brought under the provisions hereof in such form as shall be Justified by the 
facts and tha law applicable thereto. Damages shall ba awarded only to those 
members of the class who Joined as parties plaintiff, but all other relief granted 
by the Court ahall inure to the benefit of all members of tha class. Should a 
plaintiff prevail in such a class action, he shall be awarded court costs and a 
reasonable counsel fee in the Judgment. A legal aid soclsty or legal services 
program which represents the plaintiff or plaintiffs in such action shall be 
awarded a service fee In lieu of a counsel fee. 

SUBCHAPTER G, PROHIBITED ACTS 

132.61. Prohibitions . No person shall: 

(1) operate a school without certificate of approval Issued by the Administrator; 

(2) solicit prospective students without being bonded as required by this 
Chapter; 

(3) accept contracts or enrollment applications from a representative who If not 
bonded as required by this Chapter; 
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(4) utilize advertising designed to alslead or deceive prospective students; 

(5) fall to notify the Administrator of the discontinuance of the operation of 
any school within 72 hours of cessstlon of classes and mike available 
accurate records as required by thlc Chapter; 

(6) fall to secure and file within 30 days sn Increased bond as required by this 
Chapter; 

(7) negotiate any promissory instrument received as payment of tuition or other 
charge prior to completion of 75 percent of the course, provided that prior 
to such time, the Instrument may be transferred by assignment to a purchaser 
who shall be subject to all the defenses available against the school named 
as payee; 

(6) violate any provision of this Chapter. 
§32.611. Civil Pena lty. 

(a) If a person violates Section 32.61 of this code, the administrator may assess 
a civil penalty against that person as provided by this section. 

(b) The administrator may assess the civil penalty in an amount not to exceed 
$1,000. In determining the amount of the penalty, the administrator shall 
consider the seriousness of the violation. 

(c) If, after examination of a possible violation and the facts relating to that 
possible violation, the administrator concludes that a violation has 
occurred, the administrator shall issue a preliminary report that states the 
facts on which the conclusion Is based, the fact that a civil penalty is to 
be Imposed, and the amount to be assessed. Not later than the 10th day after 
the date o». which the administrator Issues the preliminary report, the 
administrator shall send a copy of the report to the person charged with the 
violation, together with a statement of the right of the person to a hearing 
relating to the ;> leged violation and the amount of the penalty. 

(d) Not later than the 20th day after the date on which the report is sent, the 
person charged must either make a written request for a hearing or remit the 
amount of the civil penalty to the administrator. Failure either tc request 
a hearing or to remit the amount of the civil penalty within the time 
provided by this subsection results in a waiver of a right to a hearing under 
this section. If the person charged requests a hearing, the hearing shall be 
conducted In the same manner as a hearing on the denial of certificate of 
approval under Section 32.41 of this code. If it is determined after a 
hearing that the person has committed the alleged violation, the 
administrator shall give written notice to the person of the findings 
established by the hearing and the amount of the penalty and shall enter an 
order requiring the person ;o pay the penalty. 
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(e) Not later than the 30th day after the date o which the notice le received, 
the person charged mist pey the civil per .ty In full or, If the person 
wishes to contest either the amount of the penalty or the feet of the 
violation, rem.t the assessed aaount to the admlnlstretor for deposit In an 
escrow accourt. If, after Judicial review, It Is determined thet no 
violation occurred or that the amount of the penalty should be reduced, the 
admlnlstretor shall remit the appropriate aaount to the ptrson charged with 
the violation not later than the 30th dey efter the dete on which the 
Judicial determination becomes final. 

(f) Failure to remit the amount of the civil penalty to the board within the time 
provided by Subsection (e) of this section results In e velver of ell legel 
rights to contest the violet Ion or the amount of the penelty. 

(g) A civil penelty owed under this section plus reasonable ettorney faes end 
court costs may be recovered In e civil ectlon brought by the ettorney 
general at the request of the administrator . Civil peneltlee recovered shell 
be deposited In the General Revenue Fund. Attorney fees end court costs 
shall be appropriated to the ettorney generel. 

§32 . 612 . Co mpetitive Bidding: Advert Is Inf . The Stete Boerd of Education may not 
adopt rule* to restrict competitive bidding or adver tiling by e proprietary school 
except to prohibit false, misleading, or deceptive competitive bidding or 
advertising practices. Those rules may not restrict: 

(1) the use of en advertising medium; 

(2) the size or duration of an advertisement; or 

(3) advertisement under a trade name. 

§32.62. Injunctions. 

(a) Whenever the Administrator has probable causa to believe that any school hes 
committed any acts that would be In violation of this Chapter, the 
Admlnlstretor shall have the duty to make application to a court of competent 
Jurisdiction for an Injunction restraining the commission of such sets. 

(b) An action for an injunction under this section shall be brought In Trevls 
County . 

§32.63. Civil Penalty . 

(a) A person who violates this chapter or a rule adopted under this chepter Is 
liable for a civil penalty In addition to any Injunctive relief or other 
remedy provided by law. The civil penalty may not exceed $1,000 a day for 
each violation. 

(b) The attorney general, at the request of the Central Education Agency, may 
bring a civil action to collect a civil penalty under this section. 

(c) Civil penalties recovered In a suit brought undsr this section shall be 
deposited In the state treasury to the credit of the General Revenue Fund. 
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§32.64. Sanctions. 

(a) If the Centrel Education Agency has reasonable cause to believe that a 
proprietary school has violated this chapter or a rule adopted under this 
chapter, the agency may: 

(1) order a peer review of the school; or 

(2) suspend the admlssLon of students to the school. 

(b) A peer review ordered under this section shall be conducted by a peer review 
team composed of knowledgeable persons selected by the agency. The agency 
shall attempt to provide a balance on each tean between members assigned to 
the team who are from this state and those who are from other states. The 
team shall provide the agency with an objective assessaent of the content of 
the school's curriculum and Its application. The costs of providing e peer 
review team shall be paid by the school. 

SUBCHAPTER H. FEES 

§32.71. Certificate and Registration Fees. 

(a) Certificate and registration fees, except those charged pursuant to 
Subsection (d) of this section, shall be collected by the Administrator and 
deposited with the State Treasurer. Each fee shall be In an amount set by 
the Administrator and approved by the State Board of Education in an amount 
not to exceed 150 percent of each fee in the following schedule: 

(1) the Initial fee for a school is $1,700; 

( 2 ) the first annual renewal fee for a school Is $1 , 400 , and each 
subsequent annual renewal fee Is based on the gross amount of annual 
student tuition and fees as follows: 



Gross Amount, Student Tuition and Fees Fee 









not 


more 


than 


$ 50,000 


$ 550 


more 


than 


$ 50,000 


but not 


more 


than 


100,000 


650 


more 


than 


100,000 


but not 


more 


than 


250,000 


750 


more 


than 


250.000 


but not 


mora 


than 


500,000 


850 


more 


than 


500,000 


but not 


mora 


than 


750,000 


950 


more 


than 


750,000 


but not 


more 


than 


1,000,000 


1,050 


more 


than 


1,000,000 










1,150 



(3) the initial registration fee for a representative Is $60; 

(4) the annual renewal fee for a representative Is $30; 

(5) the fee for a change of name of school or owner is $100; 

(6) the fee for a change of an address of a school Is $180; 
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(7) tha faa for a changa In tha nana or addrass of a rspraiantatlvs or a 
changa In tha nana or address of a school thst causes ths ralssusnca of 
a raprasantstlve permit Is $10; 

(8) the application fee for an eddltlonel course Is $150, except for 
seminar and workshop courses, for which the fee Is $25; 

(9) the eppllcetlon fee for a director, edmlnlstratlve staff member, or 
Instructor Is $15; 

(10) the application fee for the authority to grant degreee Is $2,000; 

(11) the application fee for en additional degree course Is $250; snd 

(12) the fee for an Inspection required by rule of the Stete Board of 
Education of classroom facilities that are separate from the nain 
campus Is $250. 

(b) The commissioner of education shall periodically review and recommend 
adjustments In the level of fees to the Stete Board of Education and the 
legislature. 

(c) For purposes of this section, the gross smount of annual student fees and 
tuition for a proprletery school Is the amount determined by the Stete Boerd 
of Educe t ion baaed on any report submitted by the school to ths Centre 1 
Education Agency or eny other Information obtained by the agency. 

(d) In connection with the regulation of any school or course thro £h a 
memorandum of under standing pursusnt to Section 32.12(c) of this code, the 
Adalnlstrstor shall set en eppllcetlon end annuel renewel fee, not to exceed 
$2,000. The fee shsll be epproved by the Stete Boerd of Educe t ion to be en 
amount raesonsbly calculated to cover the edmlnlstrstlve costs eseocleted 
with essumlng ths sdditlonsl reguletlon. 

(e) The fee for en lnvestlgstlon at a school to resolve e complaint filed egelnst 
ths school Is $400. The fee mey be cherged only If: 

(1) the complaint could not have been resolved by telephone or written 
correspondence only; 

(2) e representative of the Centrel Educetlon Agency visits the school ss s 
part of tha complelnt resolution process; snd 

(3) the school Is found to be at fault. 

(f) The Adnlnlstrstor, with the epprovel of the Stete Board of Education, may 
lncreese eny fee authorized under thle ssctlon st s rsts not to sxceed the 
lncreese In the Netionel Consumer Price Index For All Urban Consumere. The 
celculetlon of the Index in effect on September 1, 1909, ehall be the bess 
for cslculstlng the rete et which fees may increase. Fee lncressee under 
this subsection do not have to be made annually. 

(g) All fees collected under this section *hall be used only for ths 
administration of the Texas Proprletery School Act. 
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SUBCHAPTER I. FUNDING 



§32.81. funding. 

(a) The cost of sdministrst ton of this Chapter shell be Included In the Ststs 
budget allowance for the State Board of Education. 

(b) Fees collected by the Administrator and deposited with the State Traesursr 
shall be used to help defray the cost and expense of administering the 
provisions of this Chapter. 



§32.91. Tuition Protection Fund . 

(a) At the tine that each school psys its annual renews 1 fee, in the years 
provided by Subsection (c) of this section, the State Board of Education 
shall slso collect s fee from the school for deposit to the credit of s 
special f'jnd in the state treasury to be celled the proprietary school 
tuition protection fund. 

(b) The mount of the fee Is determined by applying a percentage to ssch school's 
annual renewal fee . The percentage la the rste as determined by the bosrd 
that, when applied to the totsl of sll renewal fees, will result In ths 
collection of $250,000 for deposit In the fund In the first two yesrs thst 
the fee Is collected. 

(c) Beginning on Jsnusry I, 1990, the bosrd shall collect ths fee for two yesrs. 
If on Jsnusry I, 1993, or sny subsequent yesr the amount In ths fund Is less 
than $200,000, ths bosrd shsll collect s fee during thst yssr by spp lying s 
percentage to esch school's annusl renewal fee at s rste that will bring the 
balance of the fund to $250,000. 

(d) The state tressurer shall Invest ths fund In the same msnnsr ss other state 
funds. Sufficient funds from the tuition protection fund shall be 
appropriated to Central Education Agency Adnl; lstratlon for the purpose 
outlined In this section. 

§32.92. Closed School. 

(a) If s proprietary school closes, the Centrsl Educstlon Agency shsll st tempt to 
arrange for students of the closed school to attend another proprietary 



(b) The expense Incurred by s school In providing s teschout that Is directly 
relsted to educstlng s student plscsd In ths. school undsr this section, 
including the sppllcable tuition for the period of time for which the atudent 
has paid tuition, shall be paid from the proprietary school tuition 
protection fund. 

(c) If the student cannot be plsced in snothsr school, the student's tuition and 
fees shall be refunded under Section 32.39(d) of this code. 



SUBCHAPTER J. PROTECTIO N OF TUITION 
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Teas* Mucatien Coda 



Proprietory kbNli and 
Voterene Idueatlen 



Chapter 32 
teg* 21 



(4) if • student doss M t accept a place that it eveileble and reasonable in 
enother school, the student'o tuition Mi faes shall be refunded under tha 
rotund policy aslntalned ay tha closing school under faction 32.39(b) of this 



<o) If tha oswunt af tha closed school's bond undar taction 32, 31 of this coda is 
loaa than tha sjsouat required for student refunds undar Subsections (c) and 
(d) af this taction, tha refunds shall ba pa" fron tha proprietory school 
tuition protection fund in an oaount not to exceed $23,000. 

(f) If another school eeaunes responsibility for the closed school's students 
vlth no slgnlflcsnt changes in the quellty of training, the student is not 
entitled to a refund under Subsection (c) or (d) of this section. 

(I) Attorney's fees, court costs, or daaagas nay not be psld fron the proprietory 
school tuition protection fund. 

(h) Ihls section takes effect January 1, 1992. 



code 
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COMPLIANCE STATEMENT 

TITLE VI, CIVIL RIGHTS ACT OF 1964; THE MODIFIED COURT ORDER, 
CIVIL ACTION 9211, FEDERAL DISTRICT COURT, EASTERN DISTRICT 
OF TEXAS, TYLER DIVISION 
Rtvtowtotfloeil«tfuc«ttonftQ«ncto 

Act of 1964 and with ip#dflc rtquirtm«ms of mo Motffflocl Court Ordor, CM Action 
No. 5»1,F^^[>^ Court. E^trnOmf^O^Toxii, Ty*r 0**on arc conduced 
psriodJcaily by staff raprasantativaa of tho Taxaa Education Agancy. Thaaa raviaws 
covor at laaat tho following poMciaa and practicaa: 

(1) accaptanca poticiaa on studsnt tranafari from othar ichool districts; 

(2) oparation of school but routas of runs on a non-sagragatad basis; 

(3) nondiscrimination m axtracurricuiar actrvfflaa and tha uaa of school facitoiaa; 

(4) nondiacnminatofy practicas in tha hiring, assigning, promoting, paying, 
damotmg, raaaaigning, or dismissing of faculty and staff mambara who work 
wHhchUdran; 

(5) anroNmant and assignmant of studants without discrimination on tha baais of 
raca, color, or national origin; 

(6) randiscrmJnatorypractJM 

(7) avidanca of pubHsbad procaduras for haaring complaints and griavancas. 

h addition to conducting raviaws. tha Taxaa Education Agancy staff raprasantativaa 
chack complaints of discrimination mada by a c«zan or cWzana raaiding in a school 
district whara it is aftsgad discriminatory practicas hava occurrad or ara occurring. 

Whara a violation of Tina VI of tha Chril flights Act la found, tha findings ara raportad 
lo tha Oftea for CM Rights, U S. Dapartmant of Education. 

If thara la a diract violation of tha Court Ordar m Civil Action No. 5261 that cannot 
bactatrad through riagotiation, tha sanctions raquirad by tha Court Ordar ara apptiad. 

TITLE VH, CIVIL RIGHTS ACT OF 1964; EXECUTIVE ORDERS 11246 AND 
11979; TITLE IX, 1979 EDUCATION AMENDMENTS; REHABILITATION 
ACT OF 1979 AS AMENDED; 1 974 AMENDMENTS TO THE WAGE-HOUR 
LAW EXPANDING THE AGS DISCRIMINATION IN EMPLOYMENT ACT OF 
1997; ANO VIETNAM ERA VETERANS READJUSTMENT ASSISTANCE 
ACT OF 1979 AS AMENDED IN 1974. 

it is tha policy of tha Taxas Education Agancy to comply fully with tha nondiscrimina- 
tion provisions of an ftdaral and atata laws and ragu lationa by assuring that no parson 
Shan ba axdudad from conaldaration for racruKmant, s sfa ctt on, appointmant, training, 
promotion, ratantion, or any othar paraonnal action, or ba danlad any banaffis or par- 
tttpationinariyprogrimaorart^ 

color, national origin, sax, handicap, aga, or vataran status (axoapt whara ago, sax, 

or handicap constttuta a bot>aflda occupational quaWfteatlonn try to prop* and 

affidant adrniniatratlon). Tha Taxaa Education Agancy rnakaa poaith* afford 
and advanca in amptoymant all protactad groupa. 
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Summary of Senate Bill 4 1 7 
Texas Education Agency Sunset Legislation 



Article IV* Proprietary Schools 

Section 4.01 Amend! Section 32.11(9), Education Code, to redefine "un- 
earned tuition" art meaning total tuition and foes subject to refund. 

Section 4*02 amends Section 32*12* Education Code, to provide that if 
a state agency that issues a license or other authorization for the 
practice of an occupation elects not to regulate course hours above 
the minimum requirements for the license or authorization, the licens- 
ing agency must enter into a memorandum of understanding with TEA for 
the regulation of the excess course hours. The licensing agency may 
terminate the memorandum of understanding upon notice to TEA. 

Section 4.03 amends Section 32.21, Education Code, to require TEA to 
prepare a cost comparison of courses at proprietary schools and simi- 
lar courses at other schools. TEA and the Texas Higher Education co- 
ordinating Board must adopt a memorandum of understanding to 
coordinate the regulation of proprietary schools and courses. The MOU 
must identify the respective responsibilities of each agency, ensure 
that the rules adopted by the agencies are not duplicative or con- 
flicting, and establish procedures to ensure that information regard- 
ing regulatory activities is shared between the agencies. 

Section 4.04 amends Subsection 32.23(a), Education Code, to change the 
composition of the Proprietary School Advisory Commission so that one 
member instead of ? must be a public school official, and four rembers 
instead of two must be distinguished citizens of Texas without a di- 
rect connection to vocational-technical training. In addition, the 
attorney general and the director of the Texas Guaranteed Student Loan 
Corporation are made ex officio members of the Advisory Commission. 

Section 4.05 adds Section 32.25 to the Education Code to require TEA 
to develop a strategy to reduce default rates of students loans to 
proprietary school students and to improve the overall quality of pro- 
grams offered by the schools. TEA must adopt a memorandum of under- 
standing with the Texas Guaranteed Student Loan Corporation and all 
state agencies regulating proprietary schools in the state which will 
require development and monitoring of indicators that identify schools 
with high default rates or poor program performance, require the shar- 
ing of information relating to these indicators between TEA, TGSLC and 
the other agencies, and require the application of sanctions to lower 
default rates and improve program performance. 

Section 4.06 amends Subsection 32.31(a), Education Code, to prohibit a 
school from maintaining, advertising, soliciting for, or conducting a 
course of instruction before the later of the 30th day after the date 
the school applies for a certificate of approval or the date the 
school receives a certificate of approval. 

Section 4.07 amends Section 32.33, Education Code, to include several 
additional criteria that must be met, upon an on-site investigation, 
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Sunset Legislation, cont'd* page 2 

« 

before an application is approved: (l) the school must furnish to 
students before enrollment information pertaining to incomplete 
grades; name, mailing address and telephone number of TEA for purposes 
of directing complaints; current rates of job placement and employment 
of graduated students; and notification of the availability of the 
coet comparison information; (2) the school muet furnish to TEA the 
current rates of graduated students and of job placement and employ- 
ment of such etudents; (3) the school muet furnish to TEA for approval 
admission requirements for each course or program; (4) the school must 
furnish to TEA for approval the course hour lengths and curriculum 
content for each course; and 1 5 > the school must not owe a civil pen- 
alty under Section 32.611, Education code (for violation of prohibited 
acte in Section 32.61, such as operating without a certificate of ap- 
proval or deceptive advertising) . F 

Section 4.08 amends Section 32.34, Education Code, to require that ex- 
amination of a echool for the purposes of certificate renewal muet 
take place on school premises, and to require that the adminietrator 
must visit a echool for re-examination no later than 3 monthe after a 
school begins operation or changes ownership* 

Section 4.09 amends Subsection 32.36(a) to allow the administrator to 
re-examine a echool two or more times during a year in which the 
school has been given notice regarding revocation of a certificate of 
approval or conditions for continued approval. 

Section 4.10 adds Subsection 32.37(e) to require the adminietrator to 
deny registration to a representative of a proprietary school who owes 
a civil panalty under Section 32.611, described above. 

Section 4.11 amende Section 32.38, Education Code, to require a pro- 
prietary to provide a bond for an amount between $5000 and $25,000. 
dependent on ttie administrator's estimate of the school's projected 
maximum total unearned tuition. The bond will be used only for pay- 
ment of a tuition refund due to a etudent or potential student. 

ll Ct i\? n 1^? addi s I* bi ! ct i on « 32.39(e) and (f) to the Education Code 
iiSR 1 ^! * ,ch ? ol -l thtt , d 2" not • tuition refund to a etu- 
»+t Sf! 1111 ^; ! tqu ^ rtd P« iod t0 P* v intereet on the refund at a 
rate determined by the commissioner to be sufficient to deter re- 
5!?i£ OB *2 f « tud « n * unleee the echool can document its good 

SiS *«"?n™? i°S at# 5 he « tud#nt ' ™ d <*) require a school to re- 
2£?mLi fi 801 ? 1 *? w ,Md# f0 5 >tud * nt » wh0 withdraw but who are not 

ii^ t0 rtfuIMU because the student withdrew during the laet quar- 
ter of thm couree. A student who receives an •incomplete - may 
reenroll within a year after he withdrawe, and may complete the incom- 
pleted subjects without paying additional tuition. 
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Sunset Legislation, cont'd. 



Section 4.13 amends Section 32.40, Education Code, to allow a proprie- 
tary school to withhold a student 1 s transcript if the student owes 
money to the school. 

Section 4.14 adds Section 32.401 to the Education code to allow a pro* 
prietary school to offer an associate of applied arts or associate of 
applied science degree approved by the Texas Higher Education Coordi- 
nating Board, and/or offer an applied technology degree, occupational 
studies degree, or other degree approved by TEA. TEA may not approve 
a degree title using the word "associate 9 , "bachelor's" "master's" or 
"doctor's", and must consult with 'Jie Coordinating Board to ensure 
that TEA-approved degree titles sound distinctly different from Coor- 
dinating Board-approved degree titles. 

Section 4.15 amends Section 32.61, Education Code, to delete the pro- 
vision that the prohibited acts of Section 32.61 constitute a 
misdemeanor carrying a fine of no more than $500. 

Section 4.16 adds Section 32.611 to the Education Code to provide for 
civil penalties for the violation of Section 32.61. The administrator 
may assess a fine of no more than $1000 after issuing a preliminary 
report to the person charged with the violation and a statement of the 
person's right to a hearing. The person charged with the violation 
must either pay the fine or request a hearing within 20 days after the 
notice is sent, or his right to a hearing will b# waived. 30 days af- 
ter notice of the finding of a hearing is received, the person must 
pay the full amount of the fine, which will be placed in escrow if the 
violation or the amount of the fine is contested. Civil penalties re- 
covered will be placed in General Revenue. 

Section 4.17 adds Section 32.612 to the Education Code to prohibit the 
State Board of Education from adopting rules restricting competitive 
bidding or advertising, except to prohibit deceptive practices. Board 
rules may not restrict the use of a type of advertising medium, site 
or duration of an ad, or advertisement under a trade name. 

Section 4.11 amends Section 32.62, Education Code, to provide that an 
action for an injunction restraining a school from committing prohib- 
ited acts must be brought in Travis County. 

Section 4.19 adds Section 32.63 to the Education Code to establish li- 
ability for a civil penalty of no more than $1000 for a person violat- 
ing Chapter 32 or any rule adopted under the chapter, in addition to 
injunctive relief or other legal remedy. The attorney general can 
bring a civil action to collect the civil penalty. 

Section 4.20 adds Section 32.64 to the Education Code to allow sanc- 
tions of peer review or suspension of admissions for schools suspected 
of violating Chapter 32 or rules adopted under it. The peer review 
will be paid for by the school, and the peer review team will be com- 
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Sunset Legislation, cont'd... page 4 



posed of parsons selected by the agency , with a balance of Texas and 
non-Texas mambara* 

Section 4.21 amende Section 32.71, Education Coda, to establish that 
certificate and registration fees must be set by the administrator and 
approved by the State Board at an amount not to exceed 1501 of the 
amount set by statute. The initial school fee is $1700; tha first an- 
nual renewal fee ia $1400, and subsequent renewal fees are aet up in 
tha fee achadule in the current law amounts (although numbers are dif- 
ferent from current atatuta to reflect changes previously made in tha 
1987 appropriationa bill) . The fee for inapection of separate class- 
room facilitiaa ia $250; the fee for additional regulation under 
32.12(c) (Section 4.02 of the bill) ia no more than $2000; and tha fee 
for an invaatigation to reaolva a complaint that requires an on-site 
visit when the school is found to be at fault ia $400. The adminis- 
trator cannot incraaaa a fee at a rata mora than tha increase ia tha 
National Consumer Price Index. 

Section 4.22 adda Subchapter J to Chapter 32 of the Education Coda to 
establish tha Proprietary School Tuition Protection Fund. A fee will 
be collected from each school, beginning 1/1/90, along with ita annual 
renewal fee, and ia determined by uaing a percentage of the school's 
renewal fee. The percentage ia at a rate that will refcult in two 
year a in the collection of $250,000 from the schools. The state 
treasurer will inveat the fund in the same manner aa other state 
funds. If a proprietary school closes and ita atudenta are placed in 
another proprietary school, the oxpenee of teaching those students 
will be paid out of the tuition protection fund, or if a student can- 
not be placed in another school his tuition will be refunded under 
Section 32.39(d), Education Code. If a cloaed school's bond under 
Section 32.38 (Section 4.11 of the bill) ia leaa than what ia required 
for student refunds, the refunds will be paid from the tuition pro- 
tection fund in an amount not to exceed $25,000. The aection on 
cloaed schools tikes effect 1/1/92. 

Sectiona 4.23 through 4.30 amend Articles 4413(290, 6687b, and 6701d 
to transfer the regulation of driver training courses from DPS to TEA, 
including truck-driving, regular driver training, defensive driving 
and the licensing of driver training instructors. TEA will distribute 
uniform certificatea for defenaive driving and receive a $1 fee per 
certificate to be placed in a fund to be used for the cost of the cer- 
tificate and for regulation of proprietary schools. TEA must adopt a 
memorandum of understanding with the State Board of insurance for de- 
velopment of a curriculum for driver training courses. 

Section 4.31 clarifies that the changea taade in Subsection 32.23(a) by 
thia bill (Section 4.04) will not affect the terms of current members 
of the Proprietary School Adviaory Commission. 
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Sunset Legislation, cont 



page 5 



Section 4.32 requires that the memorandum of understanding between 
TEA, TGSLC, and other agencies regarding loan defaults and poor pro- 
gram performance* (Section 4*05 of this bill) must be adopted by 
8/31/90. 

Section 4*33 creates an interim committee to evaluate the system used 
to regulated courses offered by proprietary schools. The committee 
must report findings to the 72nd Legislature, The committee must con- 
sider the policies of TEA, the Coordinating Board, and other involved 
agencies regarding proprietary school programs including on-site eval- 
uation of facilities, qualifications and continuity of staff, student 
admission and recruitment procedures, placement of proprietary school 
graduates, counseling and support services for students, loan default 
rates, dropout rates, reasonableness of requiring schools to distrib- 
ute cost comparison information, consistency of course hour lengths 
and content between proprietary schools and other schools, and uses of 
degrees by proprietary schools. The committee will consist of the 
House Higher Education Committee chair; the House Public Education 
Convnittee chair; the Senate Education Committee chair; the Coordinat- 
ing Board chair; the TEA commissioner; one senator, one proprietary 
school owner, and two public members appointed by the Lieutenant Gov- 
ernor; and one representative, one proprietary school owner and two 
public members appointed by the speaker. 

Section 4.34 provides for a transition period for the phasing out of 
associate of applied Arts and associate of applied science degree pro- 
grams. Schools may continue to enroll students in those degree pro* 
grams up to the 4th anniversary of the effective date of Section 
32.401, Education Code (Section 4.14 of this bill). 

Section 4.35 repeals Subsection 32.38(b), Education Code, relating to 
bond requirements for proprietary school representatives. 

Section 4.36 provides that Section 4.23 of the bill, dealing with cer- 
tificates for driver training schools, applies to applications filed 
or Inspections made one or after the effective date of the bill* 
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COMPARISON OF THE TEXAS PROPRIETARY SCHOOL ACT 
BEFORE AND AFTER SEPTEMBER 1, 1919, EFFECTIVE DATS OF SENATE SILL 417 



SENATE BILL 417 AND STATE BOARD 
OF EDUCATION RULES 



STATUTORY REQUIREMENTS FRIOR TO 
SENATE BILL 417 



IMPROVED PROGRAM QUALITY 



Experts ussd In determining 
minimum program standard! 

[14.03/169. 127(b)(6)] 

Adaliilon requirements, course 

length, curriculum content must be 

approved/disapproved 

(§4. 07/569. 127(b)(2)(A)] 

Rule proposed to set program 

standards 



Peer review of school 
operst ton/program 

(54. 20/69. 125(g)(1)! 

KOU with TCSLC and other state 
sgencles to reduce defaults/ Improve 
program quality 
(14.05) 

KOU to develop currlculua for driving 

safety courses 

(14.27) 



None 



Hlnlaal requirements • content and 
length aust reasonably and adequately 
schleve stated objective. 



None 



None 



None 



GREATER ENFORCEMENT AUTHORITY 



Suspension of enrollments 
(J4. 20/169. 125(g)(2)J 

Assessment of civil penalties 
[|4. 16/169. 125(g)(3)) 

Interest on lete refunds 

(J4. 12/169. 127(b)(5)(C)) 

On-site survey within three months 
efter licensure 

1 14. OS) 



MORE CONSUMER 

Cost comparison studies 

( §4. 03/169. 127(b) (2) (E)(lv)) 

Information about Incomplete grades , 
complaints, end cost coaparlson 
availability prior to enrollment 

(|4 07/169. 127(b)(2)) 

Placement and employment rates 

(14. 07/169. 127(b)(14)) 



None 



None 



None 



None 



INFORMATION 
None 



Agency address and telephone 
Information given to students to file 
complaints If necesssry 



None 
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SENATE BILL 417 AND STATE BOARD 
OF EDUCATION RULES 



STATUTORY REQUIREMENTS PRIOR TO 
SENATE BILL 417 



MORE CONSUMER PROTECTION 



Advisory commission • added Attorney 
General and Cuarantee Agency 
[|4. 04/|69. 2(a)) 



AisoclaCc degree programs related 
by the Coordinating Board, new 
degreea Available to proprietary 
schools under Agency regulation 
(14.14/169.129)) 

collection of feea to establish 
tuition protection fund 
[|4.22/|69. 126(g)) 

Administration of tuition protection 
fund 

[|4. 22/|69. 125] 



Representatives of schools (4); 
public schools (3); citizens (2) 



Associate degree prograns regulated 
by the Agency but not mentioned other 
than fees In statute 



None 



None 



GENERAL LEGISLATIVE CHANGES 



MOU with the Coordinating 

Board regarding dua 1 

regulation of degree granting schools 

114.03) 

Thirty day wait from application for 

school approval 

114.06) 

Bond amounts • $5,000, $10,000 etc. 

to $25,000. 

(|4.11/|69.122) 



Authority for State Board of 
Education to Increase fees up to 50% 
[|4.21/|69. 128(d)) 

Regulation of the commercial driving 
school aector 

(|4.23»|4.29/Chapter 69 Subchapter B) 



None 



None 



$5,000 and $25,000 only 



Fees set by statute 
authorized 



no Increase 



None 
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Ths Texai Ouaranteed Student Load Corporation U a public, nonprofit corporation created by the 
Teat* Legislature to adminlittr the Guaranteed Student Loan programs in Ttxu. lu primary 
reepoMibilitiee art to provide access to hifht r education for those eligible borrowm who deiire 
it, to provide lenders a 100% guarantee on funds they provide for education loans, and to 
coordinate administration of federal student Iom Created in 1979, the 

Corporation has guaranteed some $3.4 billion doDars in loans to over 766,000 borrowers. 
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Careers and Higher Education 



If you're considering continuing your educa- 
tion after high school, you have a lot to think 
•bout-such things as choosing a job or career 
path to follow, selecting a school where you 
want to pursue your education or training 
and finding a way to pay for your education. 
These are decisions you and your family will 
be msking in the next few months. They are 
major decisions. Decisions which deserve 
careful consideration. Decisions which 
require msking choices. And that is why the 
Texss Gusranteed Student Loan Corporstion 
published this booklet-to provide you with 
information to help you mske more informed 
decisions about your choices in postoeoon* 
dsry education. 



to rTflattcMg ** oducsth*? 
College and training programs today are 
expensive; and, for the most part, student* 
and parent* are expected to pay for these 
costs. Some financial aid may be available to 
assist families with education cost*, but it 
should be expected to supplement their 
funds, not to cover all expense*. Often 
grant* and scholsrship* are not enough, and 
families must borrow to meet education 
expenses. Career planning helps families 
evsluate the student's future income poten* 
tial and cost* of suitable 
schools, as well as their 
own current and future 
^^^^ financial resources. 




This helps them decide how much they can 
afford for education. 



Why la choootog a tcfcoof *• Important? 
Several thousand schools throughout the 
world, over 300 in Texas alone, offer feder- 
ally and state funded grant and loan pro- 
grams. Selecting an appropriate institution 
to prepare you for the field you've chosen 
requires careful evaluation of such things as 
academic programs, facilities, faculty, 
financial aid programs and policies, housing 
and job placement. Coat* of schools vary 
widely; so doe* available financial aid. The 
student and family must choose what type 
and what quality education they want and 
can afford in order to achieve the goal* 
they've set Choosing the wrong school could 
be a waste of your time and money, a waste 
of student aid, and a debt you don't want if 
you hsd to borrow to attend 



Qualifying for Financial Aid 

wm I bo oUgHo to roooho mm ri al «af> 

In the 196748 school year, it wm estimated 
that almost $26 billion dollars of financial 
aid was awarded to student* for postsecon- 
dary education. Of this, $11 billion wm in 
the Guaranteed Student Loan Program. 

Hie purpose of financial aid is to provide 
equal educational opportunities for all 
Americana, financial aid assist* students 
who need help with the cost* of advanced 
training. For some student*, this means the 
difference between being able to continue 
their education or not; for others, it mean* 
being able to attend the school of their 
choice, 
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Mott firendal aid is awarded to families on 
the basis of eligibility or "need*, which is 
determined by the school you attend. "Need* 
for mott programs equals "Estimated School 
Costs" lets "Expected Family Contribution. 11 
"Estimated School Costa* arc projected by in* 
dividual schools based on budgets which may 
include tuition, fees, books, housing, trans* 
porUtkm. personal expenses, and other 
coste. The "Expected Family Contribution" 
is based on the student's dependency status, 
the family's silt, income, assets, expenses, 
and the number enrolled in postsecondary 
education. It is usually determined by 
independent need analysis companies, using 
methods approved by the U.S. Department of 
Education. This helps insure that all stu* 
dents in the country are treated equally, 
using the same standards of measurement, 
regardless of where they live or plan to 
attend school. 

As you can see. so many factors go into the 
"need* analysis that it'a difficult to tell who 
will qualify until an application is completed 
and evaluated. Each year many who would 
qualify either fail to receive aid because they 
dool apply or decide wrongly that they 
aren't cMble. Don't pass up the opportunity 
provided to you by available financial aid for 
your education - make the effort to apply. 



OK, M what do I nerd to do? 

■ First and foremost, start early! 

■ Ask your High school counselor for 
Information on carter choices, schools, 
and financial aid. 

■ team everything you can about the 
schools you art considering. 

■ Contact the school's financial aM offke 
for Information on assistance programs, 
application procedures and forma, 
deadlines, and awarding policies. 

■ Complete the forms and follow their 
procedures accurately and on time. 

■ Talk to the financial aid counselor If you 
have problems or unusual clrcunv 
atencea. 

■ Look at all your choice* carefully! 
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Financial Aid and Education 



Applying for Financial Aid 

With all the grants, work-study and loan 
programs available, how do you know where 
and how to apply and what you might qualify 
for? 

Your high school counselor can help you with 
general information and application forms, 
particular!) on community-sponsored pro- 
grams. The financial aid administrators at 
posisecondary schools you are considering 
can give you the specifics on programs at 
their schools. They, 
too. can give you ap- 
plication forms and 
help you design 
financial aid plans to 
best meet your needs 
and qualifications. 

If you are eligible for 
financial aid, mora 
than likely you will 
be offered a combina- 
tion of programs. 
You and your family 
can then decide on 
what school and 
which awards to 
accept. 



Work-study programs combine jobs for 
students with their education. These pro- 
grams help student* to fulfill the American 
tradition of "working one's way through 
school." Pay is based on federal minimum 
wage standards, but varies with job require- 
ments, skill, and experience levels. 

Loans are student aid that must be paid 
back. They, too, use the tradition of "work* 
ing one's way through school"; but school ia 
completed first, with the work coming later 
to earn the money to pay back the loan. 



The Student Loan Process 



ftwtorf 



a: 



$choot 



Chooses school 
CompUtts forms 
and need analysis 
Receive* financial 
aid award chokes 
Decide* whether or 
not to borrow 
Complete* loan ap» 
plication 

Submit* application 
totehool 



rcsc 



Cortifles School 
Section of applica- 
tion 

Returns application 
to borrower or 
forwtrda to bor- 
rower* tender 



Decide* whether or 
not to make loan 
Completec Lender 
8cctioa of application 
Forward* applica- 
tion to TGSLC for 
review 



$ 



School 



it 



Chocks application 
for compliance with 
law, regulation and 
policy 

Guarantee* or 
denioa application 
Notifies borrower, 
leader, echoal of 
approval or denial 



Prepare* check 
Deli vers check to 
echool for Stafford* 
and 8LAe; to bor- 
rower for PLUSa 



Releasee check to 
•tudent if eligibility 
ii maintained. 



■ Repaya the loan. 



TOSLC loans are made through a partnership arranfement involving 
achools, lenders, TOSLC, and the federal government Schools determine 
the eligibility of student* and parent* for loan*, privet* lenders provide 
money for the loans, TOSLC reviews applications and guarant*** the 
loans, and the federal government subsidise* and relniure* the loans. 



In general, scholar- 
ships and grant* 

are considered "gift" 
aid. They are best 
because they don't 
have to be paid back. 
Usually, scholarships 
are given for merit in 
academics, athletics, 
or a particular field of 
study. Grant* are 
given to atudent* 
judged to be needy 
under formulas estab- 
lished by the federal 
government and/or 
the school. 
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Loan programs offer different interest rate* 
and repayment terms. Families must decide 
which loans and which tending institutions 
offer the moat favorabla terms, much as they 
would when shopping for a car or home loan. 

Of course, you should seek out scholarships, 
grants, and other forms of assistance that do 
not require repayment before taking out a 
loan. And, don't forget to check out all your 
possibilities for help • your parents and 
relatives, your summer savings, cooperative 
education programs, and part-time jobs. 



finish school or not, whether you can find a 
job or net, whether you feel you received the 
education or services you paid for or not. A 
loan is a financial obligation that won't go 
away until it is paid in full. 

Stafford Loans and other government- 
sponsored education loans are a "good deal" 
if you decide to borrow to help pay for your 
education. They are better than traditions) 
consumer loans because they offer lower 
interest rates and extended repayment 
terms, require no collateral, and help stu- 
dents and parents with the costs of educa- 
tion. 



Borrowing for 
Education 

Whether or not to borrow 
to pay for your educa- 
tion is an important 
decision, and it is 
one only you and 
your family can 
make. A good 
education is ex- 
pensive, but it is 
usually worth the 
inveetmentoftiae, 
effort, and money. 
However, when you 
decide to outer the 
world of credit and 
finance, you assume 
new responsibilities, 
I tad His important 
1 for yc4i to realise 
that your loan will 
ha< > jo be paid 
back— whether you 



But, there are certain eligibility require- 
ments. Congress decided to limit access to 
education loans because paying for an 
education is considered to be the primary 
responsibility of individual families. Borrow- 
ers must qualify based on eligibility or 
"need*. Some programs, like the Stafford 
Program, which is heavily subsidized by the 
government, consider a family's assets and 
income in the •need" analysis. Other pro- 
grams, like the Supplemental Loan (SLS) 
and Parent Loan (PLUS) Programs, which 
require lees federal subsidy, do not The SLS 
and PLU8 Programs are for students who 
dontquaiir>fbrStaffoHLosmorwhoi^ 
additional loan funds. 
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Planning for Your Debt 



Managing Your JebX 

Managing your finances may be a new 
experience for you. It is a big responsibility. 
Planning should begin before you take out 
your first loan and should cover both your in* 
school period and your expected repayment 
period. By developing budgets to cover • Jth 
the time you are in school and the period 
after graduation, you can make an educated 
decision about how much you will need to 
borrow for your training and how much you 



Annual In- School 
Budget Guide 

U Income* 

s. Employment 

b. Financial Aid 

c. Savings 
d Family 

Total 

N« MevexeJ a*xa#fia#a 

a. Deposit* 

b. Household Items 
c Food 

Total 

HI* Monthly Exponeae) 

a. Rent 

b. Combined Utilities 
e. Groceries 

d. Transportation 

e. Credit Cards 

f. Insurance 

g Medical Eipeneee 

h. Entertainment 

i. Emergency Fund 
j. Miscellaneous 

Total 

f^r^e ^^^O^s^ ele^ij^^mei^^ 

a. Tuitioo/Feee 

b. Books/Supplies 

c. Membership Duee 

d. Other 

Total 



can "aflbid" to borrow and realistically 
expect to repay. 

Generally, a managesble level of education 
debt payment is considered to be from 8% to 
15% of your first year's groat income. 
Debt above the 15% level is no excuse, however, 
for failing to repay your education loan. 



After Graduation 
Budget Guide 



I* hSOOHSS) 

s. Annual Salary • _ 

Minus Taxes $ _ 
(spprox, 36%) 

b. Net Income I. 

c Monthly Income $_ 
alter taxes 

(nit income divided by it) 

a. Deposits I. 

b. Household Items l_ 
c Food $_ 

Total $_ 

W* Monthly Expoftsoe) 

s. Rent •_ 

b. Combined Utilities I. 

c. Groceries $_ 

d. Auto Expenses • _ 

e. Loan Repayment! I. 

f. Credit Cards $. 

g. Insurance I. 

h. Medical Expenses I. 
I, Entertainment $ m 
j. Emergency Fund $ _ 
k. Miscellaneous $_ 

Total I. 
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Your Crtdlt History 

■ Wm y m ndw Nmw w w toy too m mil Mrtory. 

(AlJ|«i|AA ^— a J^flA kAMAIularf ■■Mil 

B laVttatles) Ioom affect credit W story. 

Education loans can provide money you need for your education while giving you the chance 
to begin a credit history of your own. Student loan lenders report borrowers' repayment 
records to credit bureaus. Future creditors from whom applicant* wish to borrow then refer 
to this record. Having a positive credit history improves your ability to borrow again when 
you need to. 



Payment Amounts for Selected Interest Rates 

(for ooch $1,000 Borrowed) 

The accompanying chart can help you determine the approximate amount you will be expected 
to pay each month on your education loan. Use it to help you decide how much to borrow for 

irour education. Amounts for several interest rates and time periods are shown. Locate the 
ine with the interest rate you expect to receive on your loan and follow it across to the column 
with the number of months you plan to take to repay your loan. Multiply the amount shown 
times the amount you will borrow in thousands. (If you expect to borrow $5,000, multiply by 
6;if$8,000,by8.) 7 

f ar tM sWa Jat to compute the monthly payment on a $4,000 loan at 8% interest, go to the 8% 
interut rate line. Then move across and multiply any number timet 4 (for $4,000 borrowed). If 
you expect to repay you loan in 5 years (or 60 month*), your payment would be4x $20. 28 or 
$81.12 per month. If thi$ payment Heme too high, try a longer repayment term, toy 7 years (or 
84 months). Then your payment would be4x %15.59 or $62.36 per month Your tender may 
allow you up to ten yean to repay toon but must schedule payment* of at least $50 per month. 



Repayment Ptrfod 








inttiost Rata 


12 mo. 24 mo. 


36 mo. 


46 mo. 


60 mo. 


7% 


86.63 44.77 


30.88 


23.66 


19.80 


BOBBL8 






BBSS 




87.46 46.68 


31.80 


24.68 


20.76 


■ 






mm 




lift 


88.38 46.61 


32.74 


36.64 


21.74 








■"• r » ' 


. I 


Interest Rata 


72 mo. 64 mo. 


66 mo* 


101 mo. 


120 mo. 


7ft 


17.06 15.06 


18.68 


12.61 


11.61 




9ft 


18.03 16.06 


14.65 


13.64 


12.67 




lift 


16.08 17.12 


16.71 


14.63 


18.77 


■a 


mmm&m 
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So . . . What Are My Options? 



Financial Aid Programs in Texas 



federally Sponsored Programs 

Financis) aid programs funded by the federal 
government available to studenU attending 
posuecondary schools in Texas include: 

■ The P «H Grant, which assists financially 
needy undergraduate studenU attending 
any eligible public or privste school, 

sj (h* Supp le mental UucmUom 

Opportunity Scant, which 
sssisu financially needy 
undergraduate studenU at 
tending any eligible puWk 
or private posuecondary 
school, 

H Tho CoSeejo 




a, which pro- 
vides employment 
opportunities for fi- 
nancially needy under- 
graduate studenU attending any 
eligible posuecondary school, 

■ Ihe rsrtdwa Lean Pre#aai (formerly 
the National Direct or Defense Student Loan 
Program • NDSL), which provides long term, 
low interest loans to financially needy 
studenU attending any eligible posuecon- 
dary school, and 

■ The Ouar anteed Stammt Loan pro- 
frame, administered in Texas by the Texas 
Guaranteed Student Loan Corporation, 
which guarantees loans made by the private 
•actor and through the Htoson-Hatlewood 
Program to students attending eligible 
posuecondary schools. Hie Guaranteed 
Student Loan Programs include: Stafford 
Loans, Supplemental Loans for StudenU 
(SLS), and Parent Loans (PLUS). 



State Sponsored Programs 

The Sute of Texas provides four general grant 
programs and a loan program for studenU at- 
tending college in Texas. These are: 

■ Tho Ttirtion fquaHiatton Stent Pre- 
gram, which assisu studenU attending a 
private college or university in Texas, 

■ Tho Texne PmdUc Educational Or **t 
Program, which assisu financislly needy 
studenU attending one of the sUte's public 
colleges or universities, 

IS ^^^o Sta^s) StMa^osrt 
fcnientfvo Sraat Program, 

funded through a mix of 
sute and federal funds, 
which helps studenU at- 
tending any of the state's 
public or private higher edu- 
cation institutions, and 

The State f shil ar salp Pre* 
_ Jet mmk s mS Mslts sej st, which 
assists students of an ethnic group com- 
prising leas than 40% in the enrollment 
at a particular senior college located in 
Texas, and 

■ The Mtneon-Haitewooel Ceflega Studont 
Uan Program, which helps Texas studenU 
attending eligible accredited public or 
independent nonprofit institutions of higher 
education and some students attending 
proprietary schools. The Hinson-Haxlewood 
Program was formerly known as the Texas 
Opportunity Plan and is sometimes referred 
to as the TOP loan. 
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In addition to these programs, the SUU of Texas alio ofTert a variety of atudent financial aid 
programs deaigned to meet the needs of particular groups. These include, but sre not limited 
to, progrsmsfor tescher education students, medksl snd other heslth profession students, 
hsndicapped students, atudents who are children of disabled or deceased firemen and peace 
officers, students who are children of prisoners of war or persona missing in action, and high 
ranking high school graduates Texaa also offers tuition exemp- 
tions and tuition waivers for certain students. 

To obi sin more information on 
these programs, or to apply for ft* 
nancial aid through any or these 
programs, contact the financial aid 
office at the school you plan to attend, 
your high school guidance counselor, the 
Texas Higher Education Coordinating 
Board, or the Texaa Guaranteed Student 
Loan Corporation. 





Military Financial Aid 
Programs 

The United States Military recruit* mem- 
bers actively through several education 
benefit plans. Most programs are available 
for both active duty personnel and for the 
reserves (National Guard). 

■ TheNewCIBUl 

■ The Veterans Administration 
Assistance Program 

■ ROTC Scholarships 

■ Student Loan Repayment Program 

■ Health Profession Loan 
Repayment Program 

For additional information on these pro- 
grams, contact your local military recruiter 
or the Veterana Adminiatration office. 



Scholarships 

Scholarships are often awarded on the 
basis of: 

■ Academics 

■ Athletic akill* 

■ Artistic abilities 

■ Ethnic background 

■ Religious affiliation 

■ Special interests 

For more information, check with: 

■ Your high school counselor and 
postsecondary school financial 
aid officer 

■ Community organizations 

D Private businesses snd professional 
organisations 



10 
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The Texas Guaranteed Student 
Loan Programs 



In 1979, the Texas Legislature created the 
Texas Guaranteed Student Loan Corporation 
as a public, nonprofit corporation to admini- 
ster the federal Guaranteed Student Loan 
Program for the state of Texas. TGSLCs 
main role is to provide financial access for 
students to pursue their educational goals by 
encouraging lender participation in the: 

■ Staffs* Loan Program 

■ Supplemental Loans for Students 
Program (SIS) 

■ Parent Loans tor Undergraduate 
Students Program (PLUS) 

■ Consolation Loan Program 



Stafford Urns 

Stafford Loans offer low-interat, subsidised 
loans tor education to eligible 
undergraduate, graduate, and 
professional students. 

The StaiTord Loan interest 
rate is M during the first 
four yean of repayment and 
10% thereafter. Repayment does not begin 
until six months after you complete school or 
drop below half-time enrollment The federal 
government pays the interest while you are 
in school and in grace. Your lender must 
give you at least five years hut not more than 
ten years to repay your loan. The minimum 
monthly payment required is $50. 

Two feee are deducted from the loan before 
you receive the proceeds • a guarantee fee 
and an origination fee. Both rates are aet by 
Congress. 

The guarantee fee may not exceed 3% of the 
principal. This amount is paid to the guar- 
antee agency to insure the loan to the lender. 
The guarantee is one of the features which 
makes lenders willing to provide money for 




student loans. Without it, student loans 
would be difficult to obtain. 

His origination fee is 5% of the principal. 
Hue fee is paid to the federal government to 
partially offset their interest costs while you 
are in school. Lenders rosy pay this fee or 
pass it on to borrowers. 

Financial eligibility for StaiTord Loans is 
determined by your school on the basis of 
"need". This considers your family's financial 
condition, the estimated costs of education, 
and eligibility for other financial aid. It must 
include your eligibility for a Pell Grant 
because you are required to apply for a Pell 
Grant before you apply tor a Stafford Loan. 

To be eligible for a Stafford Loan, you must 
be a UJEL dtisea or eligible oondtiseo and be 
enrolled, or accepted tor enrollment, at least 
hsiftime at aa eligible school You must be 

course of up to twelve sasnrhs leeeaaary to 
r a degree er certificate mgram You 



ratals owed under Moral education pro- 
gram*. You Bust also be registered with the 
V&. 8electiva 8erviee Oyster*, unieee you are 
not required to register, and must certify 
your intent to use the loan proceeds for edu* 
cations] purposes. 8tudente who have 
attended school previously must be making 
satisfactory academic progress. 



The maiimum loan amounts are: 
Freshmen, sophomores $2,625 Annuity 

Juniors, seniors 
Grnduate^rtfeesiorial 



$4,000 siwuaQy 

$7,600 Annually 
$54,760 
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Supplemental Loans for 
Students (SIS) 

SLS loans art for graduate or professional 
students and independent 
undergraduates. I n "certain 
exceptional cases, depend- 
ent undergraduates may 
also qualify. SLS loans may 
be in addition to Stafford or 
PLUS borrowings or are for 
those who are not eligible for Stafford Loans. 
Applicants must have their eligibility for 
Stafford Loans determined and apply for a 
Stafford Loan before they apply for SLS. 

SLS loans have a variable interest rate, 
which is adjusted annually and may not 
exceed 12%. Like Stafford Loans, a guaran- 
tee fee is charged. This may not exceed 3% 
of principal. There is no origination fee since 
the federal government does not pay any 
interest on SLS loans. 

SLS borrowers begin repayment of their loan 
within 60 days of disbursement unless they 
qualify for deferment. Interest must be paid 
or periodically be added to principal if the 
loan repayment is deferred. 

SLS borrowers must meet all the eligibility 
requirements of Stafford borrowers, except 
their *need' determination does not include 
an assessment of family financial condition. 
It is based on estimated costs of education 
minus other financial aid. 

SLS borrowers may receive up to $4,000 
annually, $20,000 total. Lenders must allow 
at least five years but not more than ten 
years for repayment and schedule monthly 
payments of at least $50. 



Parent Loans (PLUS) 

PLUS Loans are for parents or legal 
guardians of dependent under- 
graduate, graduate, or profes- 
sional students. They may be 
in addition to Stafford ancVor 
SLS loans or are for families 
who are not eligible for Stafford 
Loans. 




The interest rate, terms, and financial 
eligibility requirements for PLUS Loans are 
the same as for SLS Loans. In addition, the 
parent borrower must be a U.S. national or 
eligible noncitisen, have no defaults or re- 
funds owed on prior federal education pro- 
grams, and state his or her intent to use the 
loan proceeds for the educational costs of the 
student. 

PLUS borrowers may receive up to $4,000 
annually, $20,000 tote) for each dependent 
student. Lenders must allow at least five 
years but not more than ten years for repay- 
ment and schedule monthly payments of at 
least $50. 



Consolidation Loans 

Consolidation Loans are available after 
students complete their educa- 
tional programs. They can as- 
sist borrowers in managing 
their student loan repayment 
by combining loans from 
several federal programs or lend- 
ers into one loan, extending repay- 
ment periods, lowering monthly payments, 
and centralising transactions and payments. 

However, these privileges do come at some 
additional cost to the borrower. If the bor- 
rower's original lender discounted his or her 
interest rate, consolidation could result in a 
higher overall interest rate on his/her loans. 
Likewise, having an extended repayment 
period does result in mors interest being 
charged over the life of the loan. And, lastly, 
some deferment privileges are not available 
for Consolidation Loans. 

Loans which may be consolidated are: 
Stafford Loans, Federally Insured Student 
Loans (FISL's), Supplemental Loans (SLS*s), 
Perkins Loans (formerly NDSL's), and 
Health Profession Student Loans (HPSL's). 
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You can get more information about 
student financial assistance from . . 



Texaa Guaranteed 

Student U«l 

Corporation 

PO. Box 15996 

AuetiiuTeiae 78761 5996 

1-600.252.9743 

8:00 am -5:00 pra.CS.T. 

Monday through Friday 

Servlcee 

information on 

■ eligibility for ttudcnt loana 

■ the ttudtnt loan procaaa 

■ dtbt management and 
repayment options 

■ otiiar financial aid 



■ namaa of participating 
eehoola and lendcre 

■ problem reeoluuon 

■ Prograa rulaa and 
regulatiooe 



OOm ooureao mxk*4o: 
PewereJ ft tudetit AM 
In for notion Cantor 

P.O.Boi84 

Waahington, DC. 20044 
1 800333-lNFO 
9M am* 8:30 pmE.S.T. 
Monday through Friday 

Text* Higher Idocottoe 
Coordinating ioard 

Diviaion of Student Service) 
P.O. Bob 12788, Capitol 
Station 

Auatin, Texaa 78711 
(512)4624325 



Alto* ofeftlt forgot 4 

Your achooTa financial aid 
officer, the primary eouroa of 
financial aid information. You 
can alto contact the dean of the 
college in which you plan to 
enroll to fird out if there an 
acriolarahipa available in your 
chosen field of atudy. 

Additionally, there an com* 
martial companiee which offer 
computaraeeiated achoUrehip 
and financial aid raaa a i th for a 
lea. Hue can be expenaivo and 
may not provide you with any 
more information than that 
available through the aourcoa 
lifted hero. 



GPM South Tower, Suite 350 
800 NW Loop 410 
8an Antonio, Taaaa 78216-5699 
(612) 6284494 



We'd llko to hour from you . . . 



Request for Stafford, SLS, and PLUS Application Form 

Plena/ tend me application forma for the following loan progrtJiKa). 
Place o check by the type of form you would like to receive. 
A Stafford O SU O PUUS 

Name 



Mailing Addroee 

City, SUU, Zip _ 



Taaaa Saatantaoi eXeoeat ton Cciporatten 

P.O. Sea 15986 • Attata\11 707614698 • 6124M-ltO0 • O0O2aT9748 



IS 



O 
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PRE-ENROLLMENT CATALOG 



_The Pre-Enrollment Catalog. shall include, but shall not be limited to the 
• following! 

— 1, Identifying data, such as volume number and date of publication; 

— 2. Name and address of thr- ?;chool , and its governing body and officials; 

*~3, A calendar of the school showing the legal holidays, beginning and 
_ ending dates for each course quarter, term or semester, and other 
important dates? 

4. Complaint and grievance procedure; 

5. Cost comparison information availability; 

6^- Loan Counseling Entrance Interview and verifying document; 

7. "starting and average salaries for each field of study; 

8. Placement and employment information: 

9. State licensing requirements and graduate scores for license courses; , 

10. Disclosure of specified consumer information available; 

11. Signed document of receipt of Pre- Enrol Intent Catalog and counseling; 

12. Document of receipt of "Your Future" in specified time; 

13. Photocopy of school's current License to Operate; 

14. School policy and regulations on enrollment, includinq date* and 
speciiit entrance requirements rVr each course; 

15. Information on entrance testing and remedial development plans; 

16. "Disclaimer" with concurrent limitations on loan eligibility; 

17. Special requirements regarding Abi lity-to-Benef it students; 

18. Copy of the Enrollment Contract or Agreement as specified; 

19. School policy and regulations about leave, absenses, class cuts, 
make-up work, tardiness, and interruptions for unsatisfactory attendance; 



APPENDIX D 
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Pre-Enrollment Catalog, cont'd 



page 2 



21. School policy and regulations about standards of progress for the student 
including the grading system of the school, the minimum grades considered 
satisfactory , conditions for interruption for unsatisfactory grades or 
progress, a description of any probationary period allowed by the s^hooJ , 
and conditions of re-entrancp for those dismissed for unsatisfactory 



22. School policy and regulations about conduct and conditions for dismissal 
for unsatisfactory conduct; 

23. Detailed schedule of fees, charges for tuition, books, supplies, tool*, 
student activities, laboratory fees, service charqes, rentals, deposits, 
and all other ch.irqes; 

24. Policies and regulations about refunding, tuition, fees, and other 
charges, if the student does not enter the course, withdraws, or is 
discontinued; 

25. A description of the available facilities and equipment; 

26. - Names of local employers who have hired graduates, and/or market 

and job availability surveys; 

27. Names and Companies on the Advisory Council for the school; 

28. Clear distinctions regarding employment rates and placement 
percentages/rates, whichever js applicable: 

29. Availability of placement assistance; 

30. A course outline for each course offered showing course objectives, 
Hufcnpfts or units in tht- course, type <vi work or skilJ to b** Ifdiheu, 
and approximate time t" he spent on t-cich subject ot unit; 

31. Policy and regulations about granting credit for previous education, 
hours, or credits and training; 

32. Information on the transferability of credits earned, and on school's 
articulation policies; 

33. Any information the Commissioner, Director, and ICOPS may prescribe. 



progress; 
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"STUDENT COMPLAINTS* 1 REPORTING FORM 

Name of Regulitory Ag«ncr Compiled data frcra fourteen agencies surveyed 
Addraaa: Various sch:>ol locations City 8UU: Texas Bp:. 



ContactParaon: Sextor- Phono: <^ 2 > 163-07 82^ 

DtU of TW. Ripori: 0ct » bGr ' 1990 *riod Comod: Sept. «69 thru Aug, '90 

N*^b*r of School, Ro,u1tUd ; iAiLTVpoo of School,: Proprietary 

Nuabor of School • Inrolvad in Complaint*: — ill Parotnt of Total: 1 7 * 



Total Numbor of Allegation*; U ^ 9 ■ Nuabor of Studente Making ComplainU: 7 6 " 



ReioWad for Student: * 8 - RetoWed for School: 2^1 Ponding Raaoluti on: 111- 



FltiM Hit, In dncanding ordtr of fr^utney, th« illtgationi racalvad during Ibo reporting pried ipodflad: 
Naturo of AJlef ationi: (plaaae, ba ipodflc) Number 



duality cf rurriculun and/or instructors 


466 


Misrepresentations in advertising 4 rocruitnent , re: 
sob avail »bi • ity* piae. mo;»t £S*i stance u earnings 


336 


Payment of refunds duo student and/or lender 


186 


Inadequate equivjn^nt , textbooks, supplies & facilities 


lb8 


Unfair testing, grading practices & awarding of credit 


149 


Improper arid inadequate reeoic k^cpinc: 


140 


Scnocl ori'i-ai Inn vitiuut lie fc sr approval 


139 


financial ai.i and s^'J.^-it lo.v r.'l su'uV.t:-**..: n^it.qs 


121 



Other - Hi, TOTAL* 12LL 
Comment*: . 



To afflr*» that tfclf raporl U a truai in 4 acevrata account of ihm ataJaat cocftpUtafti ftmii la* och— !■ 
regulated by the abort nanwd Wy**7* for tho reporting p*tfo*J tpa c lfla * \ I harato aflU mj ilgaatufct 

Xitlo- ICOPS Report Writer 11/28/ 9 0 

(Ftrata MakJi^th^lUpit) /udy Se> 

MAIL TO> Joint Interim Comndttoe on Propriatary School* (a/c 611 fOMYM) 
Room 11 1, Raagaa Building* P.O. Bos M10, Auftla, Tain* 7*7*4* ttia 

APPENDIX E 
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TEXAS EDUCATION AGENCY 
RESPONSES TO ISSUES AND CONCERNS RELATIVE TO 
PROPRIETARY SCHOOLS IN THE STATE OF TEXAS 



October 12, 1990 



An opening content: In view of the charge of the committee to etudy the 
overall rogulction of the proprletery echoole, the committee mey wlch to ask 
theee oame qucctlons of the other agenclee that regulctc proprletery echoole. 



1. Queetlon: What la en acceptable and cuctomery curriculum (content 4 
length) for s couree of etudy? Zt appears that the proprietary schools are 
geerlng their curriculum length to meet the rcqulrcmcntc of obtaining grante 
or loane for their etudente. It say be thst certain curricula are Inflated 
Juet so that the etudente say qualify for government grente or loans* 

Reeponee: There le rot a eet accepteble and cuetoasry content and length 
for a couree of etudy. The content and length would very depending on the 
purpose for which the program Is being offered, the steted entrance 
requlremente , end the educetlonal and experience level of the etudent being 
enrolled. 

Agency etaff bel levee thet In certain Inetences curricula ere Inflated to 
noxlmlzo the government grant or loan. Attached Is a July 1989 letter from 
the Commissioner of Educetlon to the Committee on School Finence, State Board 
of Education concerning "couree etr etching". A propoeed rule will be 
considered at the October 20 State Board of Education meeting which will 
authorize the commleeloner to eet minimum and maximum program lengths. It 
a j sc. will require the following to be aacartalned prior to approval of a 
program; 

(1) The program must prepare the student for a job In a recognized 
occupation; (2) there muet be a need for the education or training; (3) there 
muet be an employer demand for the occupation; and (4) the content and length 
muet be neceeeary to reach the stated objective. 



2. Question: Some of the proprietary echoole appear to be very active with 
local business and Industry advisory boards. Other schoole don't seem to pay 
much attention to the needs In the local buelness/lndue trial environment. Zt 
appears that local buslnees and Industry (where they are ueed) are quite 
Influential in adding value and meaning to a course of study offered by a 
proprietary school. Doee It make sense to require proprietary schools to be 
actively end meaningfully Involved with local business and industry advisory 
boerdsf Such an advisory board would not be Juet a "figure head*. Zt would 
truly need to be Involved In helping the proprietary echool determine what Is 
the most meaningful training and education for s given marketplace, 

Reeponse: Yee. It aekee Senee to require the uee of advleory boards. 
VI th the exception of the degree progreme, proprietary echools are not 
preeently required to heve edvleory boarde; however, eome of the echoole have 
advleory boarde In place. 
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3. Queitlon: Cen the loin default rate cucoffi be tightened luch thet there 
ere attractive incentive! for low default rotes and unettrectlve dlilncentlvci 
for high defeult retei. Alio, there cppecri to bo tome confusion cs to hov 
default ratai ihould ba naaiurad. Juit what li tha aost meenlngful way to 
calculata dafault rotes? Do all itata aganclai uia tha lama calculation? 



Raiponia; Regulatory ictlvltlei concerning tha student loan default ratei 
are under the purview of the Texai Guaranteed Student Loan Corporation and era 
beyond tha ecope of thli agency. That agency had previously provided ui with 
a definition of the defeult rete which le etteched for the commlttee'e 
convenience. It li identified ei Attechnent I. Since thle que it Ion would best 
be answered by thet corporation, thli docunent hai been sent to Joe HcCornick, 
as the Executive Director of the corporetlon for hli cons Ideret ion in 
responding to the committee. 

The committee may wish to know that Senete Bill 417. the sunset legislation 
for the Texei Educetlon Agency, require! the development of e itretegy to 
reduce default retei in proprietory schools. The agency hes entered into e 
meraorendum of understanding with tha Texes Guaranteed Student Loen Corporetlon 
and other etate agencies thet regulete proprietary schools to develop thet 
strategy. Presently, the egenclee ere selecting reprasentetlves to eerve on 
tha task fores to Implement the memorandum. 

4. Quaation: Are tha proprietary schools required to maintain an active and 
affective placement process? If e Urge portion of their income le in the 
form of government grenti end locne, it eppeeri possible to require thet they 
have certain placement results. Basically, if there were e positive 
correlation between the portion of their Income that li in the form of 
government grenti end loans end the plecement re tee of their graduatee, then 
thle would be en lndlcetor of hov velueble the proprietory trelnlng or 
educetlon would ba In the community. 

Response: The proprietory schools ere not required by ststuts or State 
Board of Educetlon rule to maintain a plecement process. 

Texee etetute makes s distinction between employment end plecement. 
Employment mesne the student hee e job in the field in which he wee trained. 
Plecement lnvolvee the school making en affirmative effort to eielet tha 
gredueta in obtaining e job in the field in which the student wee trelned. 
Vlth thle underetendlng, schools ere not required to provide plecement earvicb 
for students. Ae e matter of fact, if a program's employment rete le 100% end 
it's placement rete le rero, thet program would ba considered to ba succaeeful 
if the echool did not clelm to heve e plecement eervlce. 

Ae for the employment rete, Senate Bill 417 gave thle egency the euthorlty to 
collect date from the proprietary schools thet will provide the totel 
enrollment, retention rete, completion rete, plecement rete, and employment 
rete. The State Boerd of Educetlon rules require schools to etete e deelred 
retention end employment rete before program approvel. It le contemplated 
thet the date collected will be ueed to aeslst schools in providing a better 
quellty educetlon end studenti in making cholcai to enroll in a pertlculer 
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The Text! Cuerenteed Student Loen Corporetion nay wloh to respond to the 
Inquiry ebout placement results being tied to the loen end grent prograa. 

$, Question: How cen ertlculetlon be encourogod? It eppeers thet aost of 
the proprietory schools ere not concerned with ertlculetlon. Are there 
certeln Incentives thet cen be epplled when e proprietory school works out 
ertlculetlon sgrssesnts vith degree-grentlng institutions? It seeas thet 
proprietory trelnlng/educetlon thet cen be ertlculeted with 2 or 4-yeer 
colleges end universities would probebly be of e higher quellty then thet 
which cennot be ertlculeted. Perheps disincentives ere not In order, but 
Incentives for degrees of ertlculetlon could be beneflclel. 

Response: Articulation cen be encoureged by the egency In continuing to 
work with proprietory schools to laprovo prograa quellty In those progress 
which ere not terainel in objective. With good quellty progress, the 
proprietory school would hove the best opportunity for ertlculetlon. It aey 
be Important to note thet the eccoptence of training received et e certeln 
Institution Is totally the prerogetive of the receiving institution. This 
agency would be willing to work with the Texes Higher Educetlon Coordlneting 
Boerd to explore other weys to encourege ertlculetlon. 

Further, aost proprietory schools ere not concerned ebout executing 
ertlculetlon egreeaents because the aejorlty of the progreas offered by 
proprietory schools ere terolnol. The studente enroll to treln for e specific 
Job, not to continue their educetlon in en ecedeelc poet-sccondory 
institution. 

e. Question: Rage r ding defeult rotes, It eppeere thet e coanon stenderd 
would be needed for proprietory schools ee well es public Institutions. It is 
not clser to ae thet defeult rotes ere deelt with on e felr end equlteble 
beeie when coopering the proprietory end public schools , Xncsntlvss end 
disincsntivss should be equally epplled. Are theyf 

Response: The srss of defeult retee folio under the purview of the Texes 
Cusrsntssd Studsnt Loon Corporetion end ie beyond the ecope of thie egency. 
Since thie question aey bsst bo enswsrsd by thst corporation, e copy of thie 
docuaent ie being forwerdod to Joe McCoralck, Executive Director for hie 
conslderetion in responding to ths coaalttss'e qusstlon. 

7. Qua at Ion: There should bo clossr reguletlon end control of breach 
operations of proprietory achoole, even when these brenchee ere delivering the 
eeae kind of educetlon end treining ee the "aother school". There should bo 
even greeter requireaents plscsd on brsnchss who epeclollts in s diffsrsnt 
srss of educetlon or treining coapered to the original qualifying entity. Are 
thoss controls in piece? 

Responss: Ths controls srs in plscs st ths Tsxss Education Agency. The 
agency treete bronch operetione ths seae ee "aother school" operetione. Bech 
ie required to hold e certificete of approval and aeet ell of the legel 
requireaente. Accrediting bodiee do recognise bronch operetione end hove e 
different sst of reguletione for thoss. 

I. Qusstlon: Vhet cen be done ebout different proprietory schools bsing 
rsgulstsd by diffsrsnt ststs sgsnclss who hove different crlterle by which 
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they Judge thess tchooltf It it possible co have lndsptndsnt agencies who 
have similar criteria which are being reguleted by * higher agency? 

Response: Two alternatives have been mentioned. (1) Change the law 
pertaining to each agency such that all the laws and rules regulating the 
proprietary achools are essentially the sane. (2) Transfer the regulation of 
all proprietary schools to one agency. The possibility of a higher agency or 
board regulating the independent regulatory agencies could be another 
alternative but this approach does not appear to be as viable as the other two 
nentloned here. 

9. Question: Is TEA adequately staffed to enforce and regulate? Are they 
being effective in their enforcement and regulation? How la thla measured? 
Are they having a positive lnpact on reducing loan default rates or consumer 
abusee or illegal acts? 

Response: Yes, the Texas Education Agency has committed sufficient staff 
positions to enforce and regulate the proprietary school sector over the long* 
term. Funding to fill these positions is not adequate. As the agency Is 
prohibited from using general revenue funds to support this program and 
revenue generated from fees paid by proprietary schools Is lnsdequste to fill 
these positions, additional revenue is needed. 

On the short-term, the current staffing level may not be adequate. In the 
long term, the current staffing level should be adequate. The sequence of 
evente from the summer of 1989 to the present has caused a back* log in the 
proceaelng of applications and compliance reviews. The legislature doubled 
the workload of the staff by transferring the regulation of the commercial 
driving schools to the agency effective September 1, 19S9. Approximately 260 
achoola and over 3000 Ins true tors were added In three new driving programs 
under a different atatute. Further, the legislature significantly changed the 
Texaa Proprietary School Act and the State Board of Education significantly 
chenged the rules pertaining to proprietary achoola. New eteff hed to be 
hired and trained. Additionally, the eteff begen to work towerd better 
quality programs and schools and therefore, did not merely proceee paperwork. 
This slowed down the processing time. It Is lmportent thet en epprovel 
extended by the egency be meaningful. 

The egency le hevlng a positive impact on consumer ebuses end Ulegel ecte. 
Since September 1, 1969, additional ataff has been end is still being employed 
end trelned. A special investigation team haa been formed to handle student 
complalnta, conduct does -out visits to closed achoola, and arrange for the 
studente of closed schools to be transferred to another school. A full time 
attorney hee been hired to work with the stsff on better enforcement end 
edmlnletretlve hearings and to work with local district attorneye, the 
ettorney generel'a office and the courta to bring about compliance with the 
legel requlrementa. Further, the agency has formed an informal cooperative 
el Hence with the guaranteed atudent loan corporation, the accrediting bodies, 
other etete licensing agenciaa, and the U. S. Department of Education to 
Improve the overall regulation of thla aector. 

10. Question: Vhat can be done to tighten entrance requlremente? If 
entrence requlremente ere tightened, does thle defeat the philosophy of access 
to educetlon end training for everyone? Are we dealing with a situation which 
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dlctetee thet enyone c§n get a guarsntssd studsnt loan rsgsrdleee of whether 
or not ho or ehe it copoblo of patting tht curriculum! If tht spirit of tho 
gutrtntttd ttudtnt loon progren U "trelnlng/sducstlon for til", thon ptrhtpt 
sntrsncs rsqulrsments trt not tpproprlttt. Hovsvsr, If proprlstsry schools 
can asks o profit on • ttudtnt vho It ctn "ehore up" for t while, knowing full 
vtll ttitt tho ttudtnt will probebly not mtkt It, le thle btlng counter* 
productive? Not only do you tnd up with on uneduceted/unt reined Individual, 
-but you ond up with on individual who boo o tlgnlflctnt dtbt ond porhopo toot 
difficulty tklng odvonttgt of fucuro opportunltloo btcouoo of o dofoultod 



Responoo: Tht entrtnct requlromente trt now tight. Provloutly tht 
requlremente wort not ttrlngtnt tnough. Efftctlvt December 11, 1989, tht 
State Boerd of Educotlon odopttd ntv rultt on ontronco roqulrtaonto. Tho to 
ruleo hovo not hod on opportunity to vlthotond tht ttat of time, but opptor 
jttltftctory. Encloeed It o copy of thooo ruloo Identified tt Attechment II, 

A student thould not becoae lndobtod for o progrto In which thtrt lo not o 
rcosontblt chtnct for auccett. Tht ttudtnt must htvt tho baolc tbllltltt 
neceaaary to learn the vocotlonol oklllo of tho job objective for which- tho 
student la being trained. If en lndlvlduel cannot reed, thet Individual ahould 
not be allowed to enroll in e program thet requlree a high level of reeding 
end enelyele ond become Indebted In the etudent loon prograa. If tho 
astbemotlcol ability of the lndlvlduel le on e fourth grode level, that 
lndlvlduel ehould not be enrolled In an accounting prograa. There are adult 
baolc educotlon progress avalleblo throughout the etete ot alnlaal or no coot 
thet will help proepectlve etudente rsach ths bsslc sntrancs level noceeeory 
to bo eucoeeeful. 

Since the etudent loon progrea le beyond tho ecopo of tho Texoe Education 
Agency, the Texae Guarentood Student Loon Corporation aoy eleo went to 
coneider reepondlng to thle queetlon ee well. 



11. Queetlon: Can proprietory echoole be reetrlcted or prohibited froa 
eaploylng coaaleeloned eoloe people to eell to proepectlve etudentef If they 
can bo prohibited froa uelng coaaleeloned eolee people, thle would have to be 
the coee in the public echoole eleo. 

fteeponee: Yoo, If enacted in the etatute, the proprietory and public 
achoole could bo prohibited froa utilising coaaissloned eelee people. Statute 
currently requlree thet eolee people bo regietered ond approved by the Texas 
Education Agency. Froceduree for epproval are: (1) tho representative bo of 
good repute tl< n and choree tor; (2) an examinee ton le node of a notarised 
•application signed by the school official containing inforastion about etty 
convlctlone and eaployaent\liceneing hietory; (3) in eoao ceeoe, a crlainal 
hletory le ubtelned; ond (a) peyaent of a $90 fss. 

Statute aleo provldoe for a full refund of ell aoniee paid by a etudent if the 
onrollaent woe procured ee a reeult of aierepreeentetion. State Board of 
Educetlon ruloe aleo contoln prohibited acte. A copy of thooo rulae are 
encloeed identified ae Attachment III, 
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12. Queetlon: Should duplication of course offerings or program offerings in 
a given Mr kttlng area ba a lignif leant concarnf Tha opan market philosophy 
would probably taka cara of thli. Tha "better echoole" In a aaturatad market 
should ba tha Survivors vharaas tha schools with low quality and unabla to 
■aat proprlatary achool regulations would not survlva In such a market. 

Raspinsa: Duplication of course or program offerings nay ba a concern but 
Is not considered to ba significant enough to be regulated by the stete. The 
proprietary schools are prlvetely owned end thus fer the open aorket 
philosophy hat been recognized by public policy. Competition should Improve 
the market. An Important aspect of the proprietary achool sector of poet* 
secondary education Is Its ability to react quickly to changes In market 
demand for new occupations and changes Is existing occupetlons. A restriction 
on course offer Inge could prevent a new program offering thet would be 
superior to those alreedy epproved. 

13. Question: Cen more stringent requirements be pieced on the faculty of 
proprietary schools? It may not be neceesery for the faculty In many 
proprietory schools to heve college degreee. However, instructors end 
teechers should undergo selection criteria to determine their suitability to 
teech. Thle might Include experience levels In the given content oraa, 
quel if lcet lone ae an instructor, end personal background requirements that 
would screen out undesirable influences. 

Response: Stringent requirements ere elreedy pieced on the faculty of 
proprietary schools. Tha agency egrees thet one of tha critical points in 
Improving program quality le the epprovel of lnetructore. Enclosed le e copy 
of the State Board of Education rulee pertaining to tha criteria neceesery for 
approval of lnetructore. It le Identified ae Attachment IV. Aleo ancloeed la 
a copy of tha proposed rulee concerning lnetructore. It le Identified ae 
Attachment V. Staff bel levee these rulee will aaelet In our endeavor to 
improve program quality. We would be pleeeed to heer the commit tee* e 
recommendations In thle regard. 

14. Question: Doae tha State help proprlatary schools be affective! Or, do 
state agenclae Just regulate and control f Perhaps money epent on eervlce 
centere In support of proprietary schools would ba money well spent. 

Response: The agency helpe proprietary echoole ba effective by 
regulation. Many of the regulations are designed to improve the quality of 
the program offerlnge at the echoole. While there Is not a position funded 
epeclflcally to provide this type of aeolotance, the agency of fere technlcel 
aealetenca during tha compliance work with achool offlclale. There le aleo an 
agency eponaorad workshop to assist school adalnletratore In complying with 
tha legal requirement a. 

The Educational Regional Service Centere could not be utilised. Thle 
responsibility would ba too large to add to their current raeponelbllltloo. 
They are not funded for euch purpoeee. Tha focue of tha eervlce centere must 
be on public elementary and eecondary schools. 

15. Que et ion: Doae tha accredltet Ion process really work? Are the etenderda 
appropriate and le adherence monitored effectively? 
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Response: The egency would not presume to itttt whether the tccrtdltttlon 
process works, There It e congressional subcommittee chelred by Senator 8u 
Munn studying thlt end othtr lttutt ptrttlnlng to fraud and mismanagement In 
tho guerenteed itudtnt loon progrems. Enclotid li e rocont ortlclo In tho 
Cducotlon Dolly concornlng ipoclol reviews of tho tccrtdltlng bodlts thot tho 
U. S. DoportMnt of Education will conduct. It li ldontlflod ti Attachment 
VI. Pleeee noto thi etetement of purpoio mentioned by in accrediting body 
off Idol In tho ortlclo. 7 

It U o feet, however, thot tho majority of tho itudont complaints aro obout 
occrodltod schools. Tho majority of tho ochools thot closo with o larga 
rafund liability ara accradltad schools. Only occrodltod schools oro ollglblo 
for participation In tho fodorol loon ond grant program. These fscts ralso 
serious questions obout tho tccrtdltttlon function. 

If. Question: Suspension of loan or grant progress for certeln ebuses or 
leek of school perfornance would bo e slgnlflcent dlelncentlve. Is It 
possible to have e suspension process? Would this ultimately hurt the 
consumer worse then it hurts the proprietory school? 

Response: It Is possible to hove e suspension process end one Is in 
piece. The suspension process protects the consumer and is very effective 
when tho vloletlons are so severe thot new students need to be protected from 
ebuse. 

Effective September 1, 1989, the Texee Education Agency has the euthorlty to 
suspend enrollments of eny students. The Texes Guaranteed Student Loan 
Corporetlon hae the euthorlty through fodorol rtgulttlont to suspend a 
school's eligibility for pertlclpetlon in the loon and grant program. 

17. Question: Are not schools now required to furnish completion and 
employment ratea to TCAf If not. why notf 



Response: Schools ere required to furnish completion and employment data 
to the Texes Educe t Ion Agency. Senate Bill 417 gevo the egency the authority 
to collect plecement end employment rotes. For additional information, pleese 
see the response to question 4. 



18. Queetlon: Row can proprietory schools be self -policing t Perhaps they 
could have chair own monitoring agencies which they support with duee. 
However, who reguletes these monitoring agencies? Or. do they nssd to be 
reguletedf 

Reaponaa: Proprietory echoola cennot be self -policing and need to be 
reguleted. The Texea Proprietory School Act la a consumer protection act. 
The source of Income for theae schools is the consumer, tho student. It may 
be difficult for some of tho school owners to discontinue a practice that 
rtsulted in additional Income. Alao, if the proprietory echoola can bo seif- 
pollclng, why is there not evidence of that practice now?. Why was it 
necessary to have e reguletory law enacted? 
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Subchapter A: 



Purpose and Authority 



Section 

12.21. 

12.22. 

12.23. 

12.24. 



Purpose. 
Authority. 

Degree Titles Authorized. 
Definitions. 




12.21. Purpose. 

It is the Intent of the Legislature to encourage proprietary 
postsecondary Institutions and to ensure the Integrity of applied associate 
degrees. 

(a) Proprietary schools, as defined In §32.11 of the Texas 
Education Code, offering programs In which applied assoclat degrees 
are awarded, shall Meet minimum educational program standards. 

(b) Applied associate degrees offered by proprietary schools 
shall meet minimum educational program standards that are consistent 
with applied associate degrees conferred by public colleges. 

12.22. Authority . 

(a) Chapter 61 of the Texas Education Code provides the authority 
to the Texas Higher Education Coordinating Board to enforce minimum 
standards for the approval of programs of study leading to the award of the 
applied associate degree. 

(1) The Texas Higher Education Coordinating Board shall 
administer the provisions of the Texas Education Code. To achieve the 
purposes of the Texas Education Code, the Commissioner may request 
from any department, division, board, bureau, commission, or other 
agency of the state, and the same shall provide such Information as 
will enable the Board to exercise properly Its powers and perform Its 
duties hereunder. 

(2) The Texas Higher Education Coordinating Board shall have 
the authority to administer the rules by appropriate action 
consistent with Texas law and the Board's own policies and 
procedures. 

(3) The Texas Higher Education Coordinating Board shall have 
jurisdiction over applied associate degree programs In proprietary 
schools. 

(b) Chapter 32 of the Texas Education Code and rules promulgated by 
the State Board of Education provide the authority to the Texas Education 
Agency to enforce minimum standards for approval of proprietary schools. 
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Chij>ttrl2 ~- PROPRIETARY SCHOOLS 12,23 

12.23. "Degree Titl es Author^ . 

* fe # l a i ' Relate of Applied Science (A.A.S.), Associate of Applied 
Arts (A.A.A.), and Associate of Occupational Studies (A.O.S.) degrees. 

(1) A.A.S., A-A.A., and A.O.S. degrees will be the only 
< .degrees authorized by the Texas Higher Education Coordinating Board. 

* a * ( ? J Institutions may enroll students In A.A.S., A.A.A.. and 
A.O.S. degrees under Texas Education Agency minimum standards until 
June 16, 1993, unless the approval Is revoked by the Texas Education 
Agency. All students enrolled In such degree programs under Texas 
Education Agency minimum standards must complete all degree program 
requirements prior to December 15, 1995. 

(3) Institutions which were approved to award the A.A.S., 
A.A.A., and/or the A.O.S. degrees by Texas Education Agency prior to 
September 1, 1989, may continue to enroll students In these degree 
programs only If such programs have met the minimum requirements of 
the Coordinating Board by June 16, 1993. 

* a * Effective September 1, 1989, new A.A.S., A.A.A.. »nd 
Board 9ree P r °9 ranl$ mu$t meet the requirements of the Coordinating 
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Clupter 12 PROPRIETARY SCHOOLS 

12.24. Qjiiaiiiioi. 

The following words and tan. sh.ll h.vt the following mnW, 
unless the context clearly Indices otherwise. 

A.M . » »nd the degrees 1i» tMA,chaptar. 

awaas ss'ScSsr^?!: ***** 

delays or duplication of learning. 

Bairi end i^liiiyuLM » refer to the Texas Higher Eduction 
Coordinating Board. 

jaaliiiaar Is the Con«1ss1oner of Higher Education. 

r«„tr«t iMtructlM -- specifically targeted Instruction designed 
by , pJjpff^s^W • contracting entity. 

.ppellatlon, or ser.es of letters or ™Jj H JJs, which signify, 

degree are offered. 

applied associate degree. 

tppllcable to an applied associate degree. 

^^'i i a& - fi}lJ?8a. the Stat, of Texas, and; 

(.) which offer, or maintains a course or courses of Instruction or 
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endeavor In a business, trade, technical, or Industrial occupation, or for 
avocatlunal or personal Improvement except as excluded by Section 32.12 of 
the Texas Education Code. 

Remediation Is an activity designed to teach basic competency In 
such areas as reading, writing, oral communications, and arithmetic. 
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Chapter 12 PROPRIETARY SCHOOLS 

Subchapter B. Bask Standards 

Section 

12.31. Minimum Standards. 

12.32. Demonstration of Program Need. 

12.33. Administrator Qualifications. 

12.34. Faculty Qualifications. 

12.35. Fun-Time Faculty. 

12.36. Curriculum Requirements. 

12.37. General Education Requirements. 

12.38. Length of Programs. 

12.39. Facilities and Equipment. 

12.40. Library/Learning Resources. 

12.41. Student Services. 

12.31. Minimum Standards. 

The program standards for applied associate degrees approved by the 
Coordinating Board reflect the criteria contained In Section IV. 
(Educational Program") and Sect1on V. ("Educational Support Services") of 
the CriterU for AccredittUon of the Commission on Colleges, Southern 
Association of Colleges and Schools. 

12.32. Demonstrati on of Program H ?t ><j 

(a) It Is the responsibility of the institution to identify Us 
local, regional, statewide, and/or national target market(s) for employment 
of graduates of applied associate degree programs. The Institution must 
provide written evidence of a research and planning process and demonstrate 
the need for a program. 

a * /PP rova1 of »PPHed associate degree programs shall not be 
denied on the b.sls of similar programs being offered by other Institutions 
In the same or nearby communities. 



12.33. 



Administrator Qualifications 



The specification of qualifications for administrators of technical 
and vocational education 1s the responsibility of the Institution in 
keeping with Its defined mission and administrative organization. 
Administrators of technical and vocational education should possess 
credentials, experience, and demonstrated competence appropriate to their 
areas of responsibility. YY Y 
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12.34. Faculty QllillfklilflDl. 

<a) General Education Faculty — All full- jlAe and part-time 
faculty members teaching general education courses must have completed 18 
graduate semester hours In their teaching field and hold a master's degree. 
Exceptions to academic preparation must be Justified by the postsecondary 
Institution on an Individual basis. It Is the Institution's responsibility 
to keep supporting documentation on file. 

(b) Technical/Specialty Faculty All full-time and part-time 
faculty in technical/specialty courses should have both academic and work 
experience. The minimum academic preparation for faculty teaching In 
professional and technical fields must be at the degree level at which the 
faculty member Is teaching. Faculty who teach technical specialty courses 
must have three years of direct or related work experience exclusive of 
teaching. Exceptions to academic preparation or work experience must be 
justified by the postsecondary Institution on an Individual basis It Is 
the Institution's responsibility to keep supporting documentation on file. 

(c) It shall be the responsibility of the Institution to maintain 
an in-service program to encourage professional growth and development. 

(d) All Institutions shall demonstrate promotion of teaching 
excellence by developing a plan for faculty professional development. The 
plan must address full and part-time teacher preparation and professional 
development. r 

12.35. Full-Time Faculty. 

In each currlcular area In which the Institution offers an applied 
associate degree, there must be at least one full-time faculty member. 

12.36. Curriculum R equirements . 

, J*' AH *PPl1ed associate degree programs must be designed to meet 
specific occupational competencies. 

(b) All applied associate degree curricula must contain the 
following basic elements: 

l\K f <* ef1ne <* number of hours required for graduation* 
measured by both credit hours and contact hours; 

(2) a defined core of general education courses; and 

(3) a defined core of courses in the technical/vocational 

major. 
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(c) Additionally, applied associate degree curricula may contain 
related studies courses, appropriate electlves, and any remedial courses 
required (remedial courses may not be counted toward meeting graduation 
requirements for the applied associate degree). 

(d) All applied associate degree curricula shall be structured to 
reflect a logical progression of knowledge and skills, with course pre- 
requisites established as appropriate. 

(e) In currlcular areas In which licensure or certification by an 
external agency for entry to the profession Is required, the applied 
associate degree curriculum must be designed to enable students to meet the 
minimum requirements for licensure or certification. 

(f) Applied associate degree programs must have a Program Advisory 
Cownlttee which Is responsible for advising the Institution on program 
requirements, course content, equipment, employment trends, and other 
relevant areas which will help ensure program quality. 

(1) Advisory committees should be composed of members from 
the public and/or private sectors who broadly represent the 
occupational field and skills used In the occupations for which 
training Is being provided. 

(2) Coiwnlttee membership should represent the population In 
the service area with regard to race, color, national origin, gender 
and handicap. 

(3) Full -time and part-time employees of the Institution may 
serve as ex-off Iclo members only. 

(4) New program applications must Include minutes of all 
advisory comnlttee meetings conducted for the planning of new 
programs and a roster containing names and addresses of the advisory 
committee members. 

12.37. fon tr* 1 Cduci tlon Remilrements. 

(a) An applied associate degree program consists of a core 
curriculum containing a minimum ot 15 semester or 23 quarter-credit hours. 

. SLBmgsa^^ 

skills In oral and written communication and computation, 

(c) Basic computer Instruction should be provided since the 
computer Is an Important means of both communication and computation. 
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^ ^Ki 6enerir1 education core courses must not be narrowly focused on" 
those skills, techniques, and procedures which are peculiar to a particular 
occupation or profession and should be drawn from each of the following 
areas as specified by the Southern Association of Colleges and Schools: 

(1) Humanities or Fine Arts; 

(2) Social or Behavioral Sciences; and 

(3) Natural Sciences or Mathematics 

13.38. Length of Progr^ 

An applied associate degree may be awarded to students who 
successfully complete an occupational curriculum consisting of at least 90 
quarter-hours or *0 semester-hours but not less than 1100 clock-hours of 
Instruction. 

12.39. Facilities and Equipment 

Equipment, facilities, classrooms, and laboratory space must be 
adequate and appropriate to serve the anticipated number of students 
enrolled In the program. 

12.40. Llbrarv/Learnina Resour^y. 

The library or learning resource center shall provide sufficient 
!15^ u ^ e$ , t0 .?? $ lfr e e f fect **eness In the Instructional programs consistent 
with the Institutional purpose. Provisions must be made to provide for 
continual Improvement to meet educational needs and trends. 

12.41. Student Strvicn 

(a) Admissions and Testing/Assessment Requirements Basic skills 
as well as specific or additional admissions requires ,its and/or 
test ng/assessment requirements which apply to entry to specific new 

!in!hil a ! e d f? ree P r °9 ram$ » u$t be cl^ly stated, published, and 
made available to all prospective students. 

» M i<J b !.. 8 r t ? ui 5 ,TO Requirements Specific graduation requirements for 
applied associate degree programs must be published and made available to 
all prospective students. 
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(c) Counseling Requirements - Students tnrolltd In applied 
associate degree programs must receive appropriate counseling, advisement, 
and career development services. These services wist reflect an organized 
counseling program with an adequate organizational structure and adequate 

resources. 

(d) Student Attendance Requirements Student attendance 
requirements In applied associate degree program* must be consistent with 
the program goals. 
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Subchapter C: Operational Provisions 

12.61. Multiple Site Program Approval. 

12.62. Program Revision, Deactivation, and Closure. 

12.63. Contract Instruction. 

12.64. ' ' Program Evaluation. 

12.65*. Evaluation of Program Effectiveness. " 
12.66. Appeals Procedure. 

12.61. Multiple Sit e Program App r pya ] 

An institution offering an applied associate degree at multiple sites 
must receive separate approval for each site. . munipn sues 

1 2 . 62 . Program Revision. Deactiv ation, and CT ftHrt 

(a) Each Proprietary School requesting a program revision must 
submit an completed Application for Program Revision and comply with the 
Texas Higher Education Coordinating Board's Technic*! *nd Vocitlonil 
Program Guidelines. ' 

(b) A Proprietary School may deactivate a program by suspending new 
student enrol ntnt and submitting a Notification of Deactivation Form to 
the Coordinating Board. 

(c) A Proprietary School may close a program voluntarily In 
accordance with evaluation procedures provided In the guidelines. 

12.63. Contract Instruction 

Proprietary Schools nay contract for specific Instruction. This 
arrangement must have education as its primary purpose. 

Wuh tJfL..!:!?E!!i 0 I f,red und ? r " ntra " ui1 »greements must be consistent 

educatl0na1 *> ur Pose, mission, and goals of the program and . 
institution. • 

r«nn»i}hnu2 U !!l e fK2 ffered u ? der * c °? tr * ctMl arrangement must remain the 
responsibility of the sponsoring proprietary school. 
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12.64. Program Evaluation. 

(a) Tht Institution mist establish adequate procedures for planning 
and evaluation, define its expected educational results, and describe how 
the achievement of those results Hill be ascertained. 

(b) The evaluation criteria should include the following; mission, 
labor market need, curriculum, enrollment, graduates, student placement, 
follow-up results, ability to finance program, facilities and equipment, 
Instructional practices, student services, public and private linkages, and 
qualifications of personnel. 

12.65. Evaluation of Program Effectiveness. 

(a) Every program In which an applied associate degree Is conferred 
will be evaluated periodically according to procedures established by the 
Coordinating Board. 

(b) The following evaluation elements will be assessed In terms of 
both quantitative and qualitative factors: mission, labor market need, 
curriculum, enrollment, graduates, student placement, follow-up results, 
facilities and equipment, Instructional practices, student services, public 
and private linkages, and qualifications f * personnel. 

(c) The Coordinating Board staff ulll use the results of the 
program evaluation to Identify any applied associate degree programs that 
should be considered for closure. A second but more extensive evaluation 
will be conducted by Coordinating Board staff. The Institution way provide 
additional Information related to the program. 

(d) The Coordinating Board staff will approve the program for 
continuation or will place the program under review for closure status 
based on the results of the second evaluation. The staff will Identify 
specific program deficiencies which must be corrected. 

(e) Institutional representatives must develop a plan to correct 
the program deficiencies for any program placed under review for closure 
status. Time limits will be determined by the Coordinating Board staff; 
however, Institutions will be allowed no more than two years for the 
correction of the deficiencies. The Coordinating B<nrd staff will 
reevaluate the program at the end of the established time period. If the 
Identified deftilencles have not been corrected In the Judgment of the 
Coordinating Board staff, program closure will be Initiated. No new 
students will be enrolled and following the completion of the program by 
all currently enrolled students the program will be closed. 
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12.66. Appeals Procedure 

(a) Contested decisions regarding program approval, revision and 
dlrotlr! ^ reVleWd " Uh th * appr ^ l4 ' e CoofSlSSlm, Sard Jrojram 

(b) In Instances where agreement Is not achieved, the Institution 

aotriW^'lf ;ne , Sv1e:. ,nStUUt,0n ° f deC,$,0n °" ™« «< th <" 

r««^ 4 lfii-„ T D e ins i 1tutl0n «y father appeal to the Commissioner and the 
Coord natlng Board In accordance with the provisions of Chapter 1 (Aoencv 
Administration), Section 1.55 of the Rules'and Regulations of [he TeSs * 
Higher Education Coordinating Board. 
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Public High 
School 



High School 
Diploma 



SACS 

C omission on 

Secondary 

Schools 



Proprietary Schools 



Certificate 

non-collegiate 

degree 



SACS (C0€t) 

NATTS 

AICS 



State loard of Education 



High School 
Diploma 



OMA 



Certificates, 
Occupational studies 
Degree, and Applied 
Technology degree 



Complete an occupational 
curriculum of at least 
60 semester hours of 
instruction in subjects 
related to business, 
technical, trades, 
shops, or industry, go. 
general education 
component is required 
for OS and 9 semester 
hrs required for AT. 

Teacher Qualifications ; 
A GED and 5 yrS. in 
field, an Associate 
degree and 3 yrs in 
f >eld, or a Bachelor's 
degree and Z yrs. in 
field. Bachelor's 
degree required if 
teaching general 
education. 



Associate Degree 



Any of these listed 
plus sections IV 4 V of 
the SACS criteria 



Public Community/ Junior 
Colleges and Technical 
Institutes 



Ass .tete Degree or 
Certificate 



Public Senior Colleges 
and Universities 



Bachelor's, Master's, or 
Doctoral Degrees 



SACS Conpission on Colleges 
(and six other regional agencies) 



Texas Higher Education Coordinating Board 



Associate degrees (e.fl. Associate of Applied Arts, 
Associate of Applied Science, and As&nctste of 
Occupational Studies degrees) 



Complete a curriculum of at least 60 semester hours 
of instruction. Must include a core of 15 semester 
hours of general education. Must ensure competence 
in reading, writing, oral communication, and 
fundamental nath. Should provide basic competence 
in use of the computer. 



Teacher Qualifications : 

Aeadeuie preparation must be at the associate 
degree level and 3 yrs. experience in field. 
Master's Degree and 16 graduate semester hours in 
field if teaching general education. 



Bachelor's, Master's, and 
Doctoral Degrees 



OHA 
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OFFICE OF THE STATE AUDITOR u«««ir ««««« 

r»OCO<M«*0*IHAIA 



January 8, 1991 



Member* of the Joint Committee on Proprietary Schools 

The State of Texas has a significant financial aod social interest in effective regulation of 
proprictrry schools. The proprietary school industry b funded largely from taxpayer dollar* and 
is a part of our post-secondary educational system. 

According to the Texas Guaranteed Student Loan Corporation, the Texas Education Agency, and 
numerous other sources, proprietary school regulation has been very weak in ifae past This has 
resulted in a significant increase in the number of low-quality schools. These low-quality schools 
are not providing students with a useful education. This, along with a downturn in the economy 
has caused federaUy guaranteed student loan default rates to be very high, placing a significant 
burden on the taxpayer. In the 1989 fiscal year, the federal government paid over $2 billion 
nationally Tor defaulted student loans. Approximately (100 million was paid for defaults in Texas. 

There are many entities involved in the regulation of proprietary schools, including the U5 
Department of Education, the Texas Education Agency, the Texas Guaranteed Student Loan 
Corporation, several accrediting agencies, the Cosmetology Commission, the Private Investigators 
Board, and several other state agencies This fragmented approach makes it difficult to effectively 
regulate the industry. 

Recently, the US Department of Education, the Texas Guaranteed Student Loan Corporation, and 
the Texas Education Agency took action to significantly strengthen the regulation of proprietary 
schools. This has resulted in several schools being barred from participation in federaUy guaranteed 
student loan programs 

Based on numerous interviews and review of documents, we identified the following issues which 
we believe the Committee should study. These issues are: 

Regulation is inconsistent and ineffective because there is no single regulatory authority 

Regulation of programs is weak 

More financial regulation to protect students is needed 

Additional sanctions to strengthen regulation are needed 

More information should be provided to prospective students 
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These issues were presented orally to the Joint Select Committee on Proprietary Schools in February 
of 199a 

We appreciate the assistance of the U& Department of Education, the Texas Education Agency, the 
Texas Guaranteed Student Loan Corporation, and other entities involved in this review. 

Sincerely, 



Lawrence F. Alwin, CPA 
Stale Auditor 
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BACKGROUND 

Proprietary schools ire privately owned institutions that offer a wide range of training and 
educational opportunities. Training areas include cosmetology! bartending, truck driving, court 
reporting, etc Proprietary schools are licensed by the Texas Education Agency, the Cosmetology 
Commission, and other state agencies* depending on the types of courses offered 

Many proprietary schools pai'icipate in federally guaranteed student loan programs* as do 
traditional 4-year and 2-year schools. These loan programs are administered by the US Department 
of Education. If a course of study is 300 hours or more, it qualifies for participation. 

The Guaranteed Student Loan Program consists of 3 separate student loan programs. 

Stafford Loan Program (subsidized by the federal government) Students must meet income 
and needs tests to qualify The loan limit b $2/525 per year for an undergraduate during 
bis first two years; S5J000 for upper classmen 

Supplemental Loans for Students (SLS) (low federal subsidy) Students pay a market interest 
rate of up to 12 percent with repayment to begin 30 days after the loan date. There is no 
income or needs test requirement, and the loan limit b $4jOOC per year 

Parent Loam for Undergraduate Students (PLUS) (not federally subsidized) The loan b 
made to parents for the student There b no income or needs test, and the loan limit b 
$4,000 per year 

The Texas Guaranteed Student Loan Corporation (Corporation) b a public; nonprofit corporation 
set up by the Legislature to act as guarantor on student loam A guarantor b necessary because 
the US Department of Education will not deal directly with the scboob or with the participating 
banks. In addition, the US Department of Education does not always reinsure XX) percent, leaving 
the guarantor with a portion of the liability for defaults* In the WW fiscal year, the Texas 
Guaranteed Student Loan Corporation paid over $10 million to cover defaults not reinsured by the 
US Department of Education. The portion paid by the US Department of Education for defaults 
in Texas exceeded $100 million. 

Revenues of the Corporation are mainly from guarantee fees on loans and federal participation. 
The Corporation uses these revenues for administrative expenses and for reserves to cover defaulted 
loam The Corporation has guaranteed almost $3 billion in student loans since 198L 
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A proprietary school must go through a three-step process to be eligible to participate in the 
federally guaranteed student loan program! - 

L LtacjisilIC - The school applies to a slate agency for licensure. Several agencies, such as the 
Texas Education Agency, the Cosmetology Commission, etc, have authority to license 
schools, In the past, resources have not been adequate to allow state agencies to examine 
the quality of the schools or programs before licensing 

1 Accreditation - Once licensed, a school applies to an accrediting agency. The accrediting 
agencies arc made up of representatives of the proprietary school industry. 

1 DctfaniaatiflP Of Eligibility - Once licensed and accredited, the school applies to the US 
Department of Education for eligibility to participate in the guaranteed student loan 
programs If the school is accredited and licensed, the Department will grant eligibility. 

The accrediting agency, the state licensing agency, the guarantee agency, and the U& Department 
of Education share regulatory authority. 



The objectives of this review are to provide the Joint Committee on Proprietary Schools and the 
Legislative Audit Committee with an informational overview of proprietary school regulation and 
to highlight regulatory options for the Joint Committee to consider. The Joint Committee is 
charged with evaluating the system used to approve and regulate courses of study offered by 
'proprietary schools in Texas 

Our procedures consisted of; 

discussions with representatives of the US Department of Education's Inspector General's 
Office, the Texas Guaranteed Student Loan Corporation, the Texas Education Agency, 
proprietary school accrediting agencies, and the Office of the Attorney General 

review of information provided by the entities mentioned above 



OBJECTIVES^ SCOPE* AND METHODOLOGY 
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RJiSULTS W THE REVIEW 

According to the Texas Guaranteed Student Loan Corporation, the Texas Education Agency, and 
other* weak regulation in the past has allowed many low-quality proprietary schools to exist and 
prosper. This negatively affects society and the proprietary school industry as a whole. Appendix 
A, entitled Impact of Past Regulatory Environment," discusses this issue in mora detail. 

Recently, regulation of proprietary schools has been strengthened through legislation and initiatives 
of the US Department of Education, the Texas Guaranteed Student Loan Corporation, and the 
Texas Education Agency. Appendix B, entitled "Current Regulatory Structure," summarizes and 
outlines the recent legislation and initiative! 

We identified several areas where the Joint Committee on Proprietary Schools could recommend 
legislation to further strengthen proprietary school regulation. These recommendations focus on 
regulatory options within the State's purview. 



PROPRIETARY SCHOOLS SHOULD BE REGULATED BY ONE STATE AGENCY 



The Suite Should In Texas, seven state entities regulate the majority of 

Consider Establishing proprietary schools. These are the Texas Education 

Or Designating Agency, the Texas Cosmetology Commission, the Texas 

One Agency To Regulate Board of Barber Examiners, the Texas Board of Private 

Proprietary School Investigators and Private Security Agencies the Department 

of Public Safety, the Funeral Services Commission, and the 
Texas Health Department To make regulation more 
consistent and effective, the Joint Committee should 
consider recommending that a single, independent agency 
regulatory authority over proprietary schools The Texas 
Education Agency appears to be the most logical choice. 



E REGULATION OP PROGRAMS SHOULD BE STRENGTHENED 



Weak regulation of proprietary school courses and programs has been cited as contributing to the 
following problems: 
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courses whose hours have been inflated to qualify for the federal loan programs 
•courses that do not meei ihc needs and desires of industry 
courses that do not meet state licensing requirements 
There are additional options available to more aggressively regulate courses and programs. 



The Texas Education 
Agency Should Set 
Admission Standards 
Iw Various Programs 



The Slate Should Better 
Regulate Program Length 
Standards 



Proprietary schools must submit admission standards to the 
Texas Education Agency for approval The Joint 
Committee should consider requiring the Texas Education 
Agency to set admission standards for various programs 
This would provide consistency by informing students 
about course prerequisites and perhaps increase the success 
rate of students 

Proprietary schools must give "tests of ability to benefit" to 
prospective students who do not, have a high school 
diploma. These tests are intended to provide assurance that 
the prospective student can actually benefit from a 
program. These tests are not standardized and are graded 
by the school The Committee should consider requiring 
that nationally recognized tests be used as well as 
centralized grading, 

Some schools inflate the number of hours a student must 
complete to graduate so that the program qualifies for 
federally guaranteed student loans The Texas Education 
Agency and other state regulatory agencies should set the 
course length standard! This would prevent schools from 
inflating course hours and would allow for more 
consistency and consideration of industry needs. 
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FINANCIAL REGULATION SHOULD BB STRENGTHENED 



Financial regulation of proprkury schoob has been weak Tim has been due in pan to lack of 
regulatory resources, This weak regulation has resulted in many schoob foing bankrupt This 
leaves the students with a debt but no education. The following financial regulatory measures 
should be considered by the Joint Committee: 



The Proprietary School 
Fee Schedule Should Be 
More Equitable And 
Should Provide Mow 
Revenue For Regulation 



The Tuition Protection 
Fund Should Be Enlarged 
And Its Use Expanded 



The Legislature recently increased the initial and renewal 
fees paid by proprietary schoob to the Texas Education 
Agency. However, fees are relatively low in relation to 
proprietary school profit! The fee schedule b also very 
regressive in nature Larger schoob pay a much smaller 
proportion of gross revenues than smaller schoob 
Regulation of proprieltry schoob b funded entirely from 
these fees, The current fee schedule b presented in 
Appendix C 

Senate Bill Number 417, 71st Legislature, established a 
Tuition Protection Fund to protect students enrolled in a 
school that closes. This fund, administered by the Texas 
Education Agency, will be used to pay expenses, including 
tuition at another school where the student* education 
continue* Each school b being assessed an amount 
proportional to their renewal fee to bring the total of the 
fund to $250,000. 

Thb fund could be expanded to provide additional 
protection to students. For example, the Student Tuition 
Recovery Fund in California makes payments to students 
who obtain a legal judgment against an institution if the 
student b unable to collect from the institution. California* 
fund b set at $1 million. 

The Tuition Protection Fund could be assessed on a more 
equitable basis, such aa number of students or net profit 
The manner in which fees are currently assessed for the 
fund favon the larger schoob because the fee b in 
proportion to the schools renewal fee 
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p. ' ADDHIONAL SANCIIONS SHOULD BE USED TO STRENGTHEN REGUMTlON 

la (he past, regulatorshad few effective tools to ensure that proprietary schools provided a quality 
qJuc^iion and operated in an h: icst manner. 



Proprietary Schools 
Should Be Penalized 
Por Unacceptable 
Completion And 
Employment Rates 



No agency has authority to close a school for low program 
completion rates or low employment rates. California 
legislation has a provision which prohibits institutions from 
operating if their completion or employment rates are 
below certain levels, Setting and enforcing minimum 
standards for completion and employment rates should be 
considered as a possible means of eliminating lower-quality 
schools. 



Criminal Penalties 
Should Be Used For 
WUlf ul Violation 
Of Law 



Texas law does not provide criminal penalties for willful 
violation of law, such as not providing prospective students 
with required information. California legislation provides 
that willful violation is punishable by imprisonment and/or 
a fine up to $50,000. 



E \ MORE INFORMATION SHOULD BE PROVIDED TO PROSPECTIVE STUDENTS 



Statute and agency rules require proprietary schools to disclose information on placement and 
employment rates to prospective students. They must also inform prospective students that the 
Texas . Education Agency has information about similar courses of study offered by other 
institutions in the area. 

Additional disclosures could help students make more, informed decisions about the value of their 
. education. .This information could be in the form of a brochure prepared by the regulatory agency 
and distributed to prospective students 
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Proprietary Schoob 
Should Provide Ad*- 
tkmai Information Od 
Salaries And Wage* 



Proprietary Schoob 
Should Provide Better 
Information On The 
AvailibilltyOT Jobs 



Proprietary schoob are not required to disclose information 
about starting or average salaries paid to graduates under 
each field of study or program. This information could 
help prospective students decide what career path to take 
The Joint Committee should consider legislation to require 
proprietary schools to obtain salary information by courses 
of study or program and to provide it to all prospective 
studenti 

Proprietary schoob must provide prospective students with 
placement and employment ratei However, better 
information on the availability of jobs and the type of 
training and education desired by industry could help 
students make better career choices. This could also help 
students decide which educational institution would provide 
the best training and education needed for a particular 
career. 



Proprietary Schools 
Should Disclose State 
License Requirements 
To Prospective Students 



Proprietary Schools 



V ales On State License 
1Mb 



Proprietary Schoob 
Should Dbctae Infer 
matin About SbnOar 
Programs At Nearby 
Schoob 



Proprietary schoob are not required to disclose state 
licensing requirement! This information could alert 
students to courses of study where hours and cost have 
been inflated or which will not meet state licensing 
requirement! 

Proprietary schoob are not required to collect and disclose 
information about the performance of their graduates on 
required state licensing examination! Thb type of 
disclosure could help students assess the quality of 
program and courses of study 

Proprietary schoob must disclose to prospective students 
that the Texas Education Agency has information about 
the cost of similar programs provided by other institutions 
in the area. Perhaps* the school should be required to 
actually provide the Texas Education Agency* information 
directly to the student 
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Appendix A-IM?ACT OF PACT REGULATORY ENVIRONMENT 

Following is a discussion of the effects of a weak regulatory environment on the students* taxpayer, 
and industry. Sources of our information include the Texas Education Agency, the US Department 
of Education, the Texas Guaranteed Student Loan Corporation, the US General Accounting Office, 
and othen 

STUDENT IMPACT 

Recent public attention has focused on the unscrupulous practices of some proprietary schools. 
Many in Texas, mostly disadvantaged and poorly educated, are lured into taking out federally 
guaranteed student loans for an education that: 

they are unable to benefit from 

they could obtain elsewhere, such as a community college, at a lower cost 

is poor in quality, sometimes not meeting necessary licensing or certification 

requirements for the industry 

does not result in the "high-paying" jobs they were promised 
is not necessary for the intended field of work 

Students of these schools often cannot find employment or must settle for a low-wage job. Students 
in this situation may not be able to repay their student loan. With a negative mark on their credit 
history, they cannot obtair student loans in the future and, thus* have limited the chance of 
furthering their education. The student may also be barred from acquiring a professional license 
from the State, 

FINANCIAL IMPACT 

In the 1989 fiscal year, the federal government (US Department of Education) paid over $2 billion 
nationally to cover defaulted student loam Approximately $100 million was for defaults in Texas. 
Since the US Department of Education does not cover (reinsure) the full amount of the defaults* 
the Texas Guaranteed Student Loan Corporation paid the remainder, which was over $K> million, 
This money is derived mainly from loan origination fees. The Corporation has not received any 
state funds since 19801 when the State appropriated $L5 million as start-up money. 

The US Department of Education pays reinsurance for default claims to the Texas Guaranteed 
Student Loan Corporation according to the following schedule of annual cumulative Corporation 
default rates: 
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Annual DefauU Rate 
0% to less than 5% 
5% to less than 9% 
9% or greater 

The Corporation pays the portion of the claims not reinsured 100 percent from its reserve account 
The following illustrates amounts the Corporation paid for loan defaults: 

PORTION OF DEFAULTS PAID BY TOStC 



PROPRIETARY SCHOOL INDUSTRY IMPACT 

Many proprietary schools provide a valuable service to the public and to industry. If these 
marginal and low-quality proprietary schools are not eliminated or improved, the entire industry 
may suffer. 
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Appendix B-CURRllNT REGULATORY STRUCTURE 



RECENT INITIATIVES TO STRENGTHEN REGULATION 

Following is a discussion of recent initiatives at (be federal and slate level aimed at reducing costs 
to taxpayers and improving the quality of education. 

A. U& DEPARTMENT OF EDUCATION 

Congress recently enacted legislation to restrict participation in the federally guaranteed 
student loan program. Some of the provisions are: 

Students attending an institution w th a cohort default rate of 30 percent or more 
cannot participate in the Supplemental Loans for Students program. In addition, the 
Secretary of Education must prescribe regulations to prevent an institution from 
evading this provision through branching, consolidation, change of ownership, or any 
similar device 

Maximum Supplemental Loans for Students amounts are limited tot 

$2,500 for a student enrolled in a program whose length is at least two-thirds 
of an academic year 

$1500 for a student enrolled in a program whose length is less than two- 
thirds, but at least one-third, of an academic year 
zero for a student enrolled in a program whose length is less than one-third 
of an academic year 

Students must have a high school equivalency to participate in the Supplemental 
Loans for Students program. 

Schools must disbune loan proceeds in two or more installment! 

From March 1 1990 to September 1, 1990, a person could repay a defaulted loan 
without penalty. The guaranty agency will report payment to the appropriate credit 
bureau and the person is eligible to participate in loan programs. 

The US Department of Education and the guarantee agency can act to stop loans 
from being made if necessary to prevent the misuse of federal fundi 
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Ad institution ts not eligible to participate in the loan programs if it has lost its 
accreditation within the past two yean 

A data system will be developed to capture information on student loans nationwide. 

The U& Department of Education has adopted default reduction regulations affecting schools in 
the following categories; 



Default rates over 60% 

Default rates from 4040% 
Default rates over 30% 



Default rates over 20% 



All schools 



Vocational schools 



Schools are subject to limitation, suspension, or 
termination from the Guaranteed Student Loan 
Program. 

Schools must reduce the default rate by 5% per year. 

Schools must hold loan proceeds to first-time 
borrowers until 30 days after the first day of class. 
Schools must prorate tuition refunds to borrowers 
who drop out before the halfway point of a course 
or in the first 6 month* whichever is earlier. 

Schools must submit management plans to address 
causes of defaults 

Schools must provide entrance counseling to first-time 
borrower! 

Schools must compile and disclose consumer 
information to all prospective students, including 
program completion and job placement rates* 



TEXAS GUARANTEED STUDENT LOAN CORPORATION 

House Bill Number 715, 71st Legislature, requires the Corporation toe 

take the lead in working with others to reduce default rates 

calculate maximum acceptable default rates for institution* intervene if those rates 
are exceeded, carry out compliance reviews! and require the institutions to develop 
and adhere to policies which will contribute to lowering institutional default rates 

U 
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as a requirement for continued participation in the guaranteed student loan 
programs 

develop and carry out a plan, in cooperation with the state* 
professional/occupational licensing agencies, whereby holders of licenses who have 
defaulted on guaranteed student loans can be identified and notified that their 
license will not be renewed until they enter into a repayment agreement with the 
Corporation 

In January of 1989, the Corporation became concerned because of the rising amount of 
default claims. The Corporation* Board adopted rules which restrict participation in the 
guaranteed student loan program. This action resulted in the elimination of several schools 
from the program. Some of the specific actions taken are as follows 

The Corporation started a section which audits institutions for program compliance. 

The Corporation is requiring that lenders only make Supplemental Loans for 
Students and Parent Loans for Undergraduate Students to creditworthy borrowers 

The Corporation requires that Pell Grant and Stafford Loan eligibility be determined 
before applying for Supplemental Loans for Students 

The Corporation increased the guarantee fee on Stafford Loans for proprietary 
schools from 25 percent to 3 percent, the maximum allowed by federal law. 

In October of -989, the Texas Guaranteed Student Loan Corporation established a 
consortium made up of representatives of the Texas Education Agency, the Cosmetology 
Commission, the US Department of Education, the Attorney General's Office, the State 
Auditor* Office, and otberx This consortium meets regularly to discuss problems and 
improve communication and coordination among agencies. The consortium has been very 
effective in educating all parties involved and bringing the significant problems to the 
surface so they can be dealt with. 

C TEXAS EDUCATION AGENCY 

Senate Bill Number 417, 71st Legislature, requires the Texas Education Agency tot 

develop, in consultation with Corporation and other appropriate agencies, a 
comprehensive strategy to reduce default rates at proprietary schools and improve 
the overall quality of the programs they offer 

12 
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collect frcm propricury schools: (1) current rates of completion and job placement, 
(2) admission requirements for each course offering and (3) course hour length and 
curriculum content 

prepare a cost comparison of courses offered by proprietary schools and similar 
courses taught by other types of schools 

ensure that proprietary schools provide prospective students with: 
a course outline 
a schedule of tuition uad fees 
(be school's refund, grading, and Incomplete grade policies 
the name, address, and telephone number of the Texas Education Agency 
current rates of completion and job placement 
the cost of course comparison that the Texas Education Agency will compile 

enter into a "Memorandum of Understanding for Regulation of Proprietary Schools" 
with the Corporation and all other agencies that regulate proprietary schools The 
Memorandum will require the: 

development and monitoring of indicators to identify schools that have 
excessive loan default rates; poor program performance, or both 
sharing of specific information relating to the indicators between the Texas 
Education Agency and the Corporation or other agency 
application of specific sanctions by the Texas Education Agency or by the 
Corporation or other agency, as appropriate, to lower the default rates, 
improve program performance; or both 

The Texas Education Agency is increasing staffing in their Division of Proprietary Schools 
and Veterans Education to address the requirements of Senate Bill 417. 

The Texas Education Agency is: 

establishing an agreement with the Texas Higher Education Coordinating Board to 
collect data to compare the cost of programs being offered by schools 

collecting date from experts to determine minimum program standards for 
bartending beverage management, and nurse* aide courses 
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establishing a memorandum of understanding with the Teus Guaranteed Student 
1 x*n Corporation and each agency to develop a comprehensive strategy to improve 
the quality of education and reduce the student loan default rate 

approving student admission requirements* course-hour length* and curriculum 
content 

assessing interest in the amount of 205 percent on laie refunds 

assessing a fee of 20 percent of the renewal fee amount for the student tuition 
protection fund 

An example of the financial impact of some of these regulatory enhancements is the decrease in 
the amount of student loans made under the Supplemental Loans for Students program. This loan 
program has had serious problems with proprietary school defaults The following illustrates the 
Supplemental loans for Students program loan activity from October 1968 to March 1990 for 
proprietary schools: 

SUPPLEMENTAL LOANS FOR STUDENTS 
LOAN ACTIVITY BY MONTH - PROPRIETARY SCHOOLS 

Million* If OolltM 

12 -i 
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OCTM JAN Vf ANN JULY at OCT W JAN 10 APR 90 



T»iM OutrtMMtf •ll**M 1*4* C##M' 
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Appendix C-PROPRIETARY SCHOOL FEES EFFECTIVE SEPTEMBER 19, 1969 

Original or Change in Ownership Certificate of Approval $2^50.00 

First annual renewal fee $2400.00 

Renewal of Certificate of Approval 

based on gross amount, student tuition and fees: 

not more than $50,000 $ 825.00 

more than $50000, but not more than 100,000 $ 97500 

more than 100000, but not more than 250,000 $U250O 

more than 250,000, but not more than SOQjOOO $U750O 

more than 500,000, but not more than 750,000 $1,425.00 

more than 750.00a but not more than 1,000000 $tf 7500 

more than 1000,000 $1,72500 

Late renewal fee 12% of Annual Renewal Fee 

Fee for Tuition Recovery Fund 20% of Annual Renewal Fee 

(effective with February 1990 renewals) 

Initial Representative $ 90.00 

Annual renewal for a representative $ 4500 

Change in the name of the school or school owner $ 150.00 

Change in the address of the school $ 270.00 

Change in the name or address of a representative or a 
change of name or address of a school that causes 

the reissuing of a representative permit $ 1500 

Additional coutse - regular $ 22500 

seminar and workshop $ 3500 

Director, administrative staff member, or instructor $ 2000 
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Degree granting approval $VMOjOO 

Additional degrees $ 375jOO 

Classroom facility separate from main campus $ 375,00 

Investigation of a complaint against a school if tbc 

school is at fault $ 60000 

School operating through a memorandum of understanding $2,000,00 
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SYNOPSES 



Agency #999 Rcport# 
Proprietary School Regulation 

Briefing Report Rclcasc ^ 



Federally guaranteed student loan defaults by proprietary school students are coating taxpayers over 
$2 billion per year nationally. In 1989, iftrtttimatcly $100 million in taxpayer dollars was paid for 
defaults in Texas The briefing report identifies several areas for the Joint Committee on 
Proprietary Schools where the State could strengthen regulation of proprietary schools. This would 
result in lower the cost to taxpayers and ensuring that students received a quality education. 

The primary suggestion is that the Committee consider consolidating regulatory authority into one 
agency. Currently, regulation is the responsibility of several agencies. Other suggestions are to 
strengthen the actual regulation of program* to strengthen financial regulations, to implement 
sanctions for more effective regulation, and to provide more information to prospective students. 

SCOPE We prepared this briefing report to assist the Joint Committee on Proprietary Schools in 
carrying out their charge of evaluating the system used to approve and regulate courses of study 
offered by proprietary schools in Texai The report provides an overview of current regulation and 
identifies issues which indicate that regulation should be strengthened 

In preparing the report, we interviewed the entities involved in the regulation of proprietary schools, 
including the US, Department of Education, the Texas Education Agency, the Texas Guaranteed 
Student Loan Corporation, and others. We also reviewed documents from these entities and from 
other sources. 
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Dollars Guaranteed For Schools With 
Default Rates Over Twenty-five Percent 
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Dollars Guaranteed For Schools With 
Default Rates Over Thirty-five Percent 




Source: Texas Guaranteed Student Loan Corporation 



Total Dollars Guaranieael 



Total (as of 3-31-89) 
$2,209,468,918 




Proprietary 
Schools 
$594,883,008) 
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4 -Year 
Schools 
($1,383,165,713) 




2-Year 
Schools 
'($231,440,197) 
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PROPRIETARY SCHOOLS: 
THE REGULATORY STRUCTURE 

SUMMARY 

Proprietary achoola, which art privately owned poatMcondary inetitutiouJ 
operated for profit, uwallyprovide abort-tana Job training in a wida variety 
of occupational aubjaeta. Thair atudanta racaiva about IS billion in FcdcraJ 
atudant aid awarda annually. 

Ineuring that theee public fundi are well epent requiree tha dtvalopmant 
oT an adequate regulatory eteueture. For achoola that participate in atudant 
financial aid progrema, thia atnictura conaiata of a three-part eyitem that ia 
Ofmmoiuy referred to aa tha triad': accreditation, State licencing, and Federal 
eligibility and certification. Accreditation and State Ucenrini developed 
independently, and Federal regulatory intereate are aecondaryT TtTSS. 

SSES^il **2£™y 0n|jr , toflu ' n * 00 • ,i « n,Ulty «««tanninaUon ia 
tadirert, and the certification requirementa are minimal. Specific regulatory 

ftS ***** the triad- muat deal include program SS, 
inatitutionaJ Integrity, and atudant protection. 4 y ' 

Program quality and afTecUveneee are a (unction both of the nature 
1.1^ ^, (•bort-term job training) and of the tepee of atudanta 
attracted to auch achoola (lower-aehleving). Defining and meaauring program 
quality ia not an eaay teak, however. None of the ageneiee in the current 
ragulatoiy atructure eddreea quaationa of the appropriate program length or 
coot of 0 program In relation to ita declared ohjeetivee. ^ 

• J? - "*"* 10 "? 1 tategrity, I*, finanr'j) and administrative capacity, ia 
important in order to avoid providing financial aeelatenee to atudente to 
attend inetitution* that are chroitieaJlyfinancially unete^r^tedoee 
Annual monitoring ia important, yet there are gap* in financial monitoring 

KJ"?,^ M *V U ? U ta *» WTnai "fuctur*. Daq>it« the potenttel 
ror tnetaWlJty, new branchee and new owner* can continue to receive Federal 
title IV fund, without interruption under current FedVrl refuteUon. 

Pfo*octloa iawea foeue primarily on recruitment and 
•tolarioMproeeeee*. Queetionable secrultment tactic. bKome a partLeriy 
aerioue problem when combined with miauaa of adnuteioM rtaSa 
Admbriona atendard* muat be designed to legitimately acreen outthoee 
unlikah; to aueceed without diacriminating again* the wry atudente moattn 
nwd of. chance. The ability of ^^^^^,2^ E£raJ 
regulation* to protect agalnet abuaaa la recruitment and ufmleaione la limited! 

^Oiven ti^ concern*, we muat recognise that no regulatory atructure can 
prevent all fraud and abuee. Treating the regulatory etroctew eeVb^m*, 

Z£ZT£°£ r ' • du ^'H^rf tbe l^'taStoZS 

«*aa that fast, and a continued nonwnttment by Congrea* to help provide 
acoaaa, atudant aid polidee may need to be ita-SaadtoteTm* ofL^tont 
to which they allow atudanta tha opj)<)rtuitite to toy againT^ 
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PREFACE 



This report la on* of a Mritf of studlea tht Congreeeionel Reeearch 
lervice has made of proprietary aehoola. Wi undertook the ^ |nr^>0Mi 
<o eongreeeional request* for information about tho aehoola in light of the 
fraud and abuM with which torn* have been charged. Tba eerie* focusee on 
iaauaa likely to ba important during tba forthcoming raauthoriiation of tha 
Highar Education Act, including tba aducattonal opportunity they oflar aoma 
atudanta and tha incraaaing amounU of Padaral atudant aid they receive. 



Proprietary acboola ara 



postseeondary vocational aehoola that • _ _ about 

EprivaUfrownadarioparatadlbr tJ^^J^ljT 1 
profit Thay alao ara knwem aa imprlatejy aehnom coming: 
privata caraar or private trada and ' -J ■ . „ . 

bueineeo aehoola. Meat propriatary • **. ***** «* •* 
aeboolprogramaeanbacomplatadin atudanta 
6 to 8 month*, allowing atudanU to 
obtain training without loaing much • «««« • w 

tima from work. Whila community 

eollagaa alao olfar ahort-torm * regulauon 
programa, aa do aomt 4-yaar colleges, tm**mm 
propriatary aehoola can ba • labor markat outoomaa 
distinguished from moat institution! ^ ^^^^ m 
of highar aducation by tbair 

conait tint focus on vocaUonal training. Collegia typically hav* academic 
programs leading toward degree*, even if they alao haw vocational program*. 
Relatively few proprietary aehoola award degree* 

Proprietary aehoola provide Instruction in a wide variety of occupational 
eubjeete; buainaaa and aeeretarial akUla, computer* and information 
processing, marketing, travel and tourism, hotel management, culinary arte, 
cosmetology, health eervicae, alectroniee, automotive m ai n t en ance and repair, 
truck d-ving, security guarda, building maintananoe, and many ©there. In 
aeveral flclde tba proprietary achool aaetor ie a major provides * >jt+ 
employment training. Nonetheleea, moat poetaacondary vocational aducation 
occur* in eollagaa and univsraitiee, and much occupational learning occur* on 
the Job. 

Currently, there are ov*r 6,000 proprietary schools and branchai to the 
United Stataa-more than all tha collegee and univereitiaa. Moat proprietory 
aehoola are email, but those with deesroom Inatruetkm enroll well over one 
milUon etudenU every year. Proprietary eorreepondenoe •^ «^« b ~* 
one-half a* many. WhOe tha actual number of uiupiietory achool atudanta ie 
dimeuhtodetarmhwnx>mPadaraJaurv*ya,tbayprrf 
9 and 12 percent of all undergraduate enrollment to a given year. Compared 
to eollagaa, proprietary aehoola are likely to hava higher J«V«*»f<J 
etudsnU^ are minority, fomala, lower meome, or without a Ughaehool 
diploma. Student bodle* to tamWdumaebo* 
moetpoetoaeondaty atudanta wttbanyof theaaehnrr*toilitto« 
eollegea. For additional information, aaa JVeprtetaiy 8eheet$: A DmHfitm 
oflnttiUUiont end Owbaft, by Richard N. Apllng with 8tev*n R. Aleman. 
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Fsderal financial aid to proprietary echool students is controvsrei* Om 
reason Is ths significant incrctss during ths 1980s in their ties of subsidised 
loans and grants. Proprietary school studsnts now receive about one-third of 
Guarantor Student Loans (OSLt) and on* quarter of P«U grants. Soma 
people eontsnd that this incrsass could mutt in lass aid bsing available for 
college studsnts. Tbsir concern is magnified by two assoeiatad problems: 
proprietary school studsnts 9 40 percent OSL dtfault rate-twics tbs rate of 
community collsgs studsnts and 4 times that of studsnts from 4-year schools- 
and persistent allegations of fraud and abuse in the way a number of 
proprietary school* administer the aid programs. It is argued* however, that 
changes in Federal policies to address these problems could restrict 
postsscondaiy educational opportunities for some students. These and other 
issuss related to the future of etudent aid for proprietary school students are 
analysed in Proprietary School* and Student Financial Aid Program* 
Background and Policy I**u*$, by Charlotte Fraas. 

The way proprietary schools are regulated has corns undsr scrutiny. 
Currently the schools are subject to a three-part regulatory structure known 
as the triad": private accreditation, State licensing, and Federal eligibility and 
certification. But frequent allegations of abusss by some schools show the 
limitations of tbsss systems. Accrediting associations help schools raiss 
i Andarda through voluntary evaluation; created and controlled by the schools 
themselves, they have limited enforcement powers. Licensing requirements 
vaiy widely among States and may not addrees program quality. Eligibility 
and certification requirements for Department of Education student aid 
programs are neither adequate nor property enforced, according to Inspector 
General reports. Proprietary schools are also sutyeet to market forces to ths 
intent they must compete for studsnts. Yet if students are not knowledgeable 
consumers, as sometimes seems ths cass, ths marketplace may not offtr much 
protection. Proprietary Schools: The Regulatory Structure, by lfargot 
Scbcnot, providee an analysis of these issues. 

How proprietary schools affect the subsequent work and earnings of their 
students is not an easy question to answer. Little research has been dooe on 
the surest Moreover, the question must bs approached in different wsys 
depending on ths policy issue. Knowing how much proprietary school 
students subsequently earn, for example, would be holpAil for determining 
whether they can pay back studsnt loans. Knowing what similar studsnts 
earn after attending community college, or perhaps not going on to school at 
all, would hslp dstermins ths relative effectivonces of proprietary schools. 
Knowing if ths students' additional earning exceed the cost of the schooling 
would be useM for determining whether proprietary school education is a 
food investment Whatever the Issue, H is important to take mount of 
differences in ability and prior education and training. Current research 
cannot yield conclusive findings on theee matters, though it doss suggest Uam 
for bow ths training of students beyond high school might be improved. For 
further discussion, see Labor Market Outcome* of Proprietary School*, by Tom 
Gibe, Steven R Aleman, and Bob I*ka. 
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PROPRIETARY SCHOOLS: 
THE REGULATORY STRUCTURE 

CHAPTER 1 

WHY REGULATE? BACKGROUND AND ISSUES 
BACKGROUND 

The deeign of Federal student financial aaaletanee programs ii rooted b 
a numbtr of unique characteristics of American poat a acondaiy education. 
Tiro main characteristics art the diversity of poetcscondary institution* and 
the prohibition on Federal control of actuation. Tha unlvoree of 
poataacondaiy adueation inatitutiona ineludaa publlety supported eoUsgee and 
univercitiee, community oollogoe and vocational schools, private nonprofit 
Inatitutiona, and proprietary schools, all of which maka independent dadaiona 
on curriculum and admiaaiona. Studanta thamaalvaa maka thalr own choices 
of tha type of inatitution they wish to attend The role of the Faderal 
Government la not to control but to provide aid to ftudenta ao that student 
choice la not raetrictcd by tha ooata and the leva] of tha etudent'e or hla/ber 
family's income. Studanta ideally maka the choice of inatitution baaad on 
interact, geography, and the school's academic standards. 

While Americana pride themselves on tha diversity and tndependanee of 
our higher education qrstem, wa have to live with certain oonocquooccc. 
Theee consequences include tha poeeibility that aoma institution! will not 
provide an adequate education, and that not all ctudente will maka good 
choice*. In order to protect the independence and divaraity of tha jyetaaand 
itill allow ctudente acceee and aoma degree of choice, adequate regulatory 
etrueturaa have to be developed to deal with theee problem* 

Concerns about whether ctudente receive an adequate adueation or maka 
the right choice of poataacondaiy training have ahraya existed, but when moat 
student aid waa in the form of grants and scholarships, p roblem ware not aa 
viiible nor fiscal implications as obvious, Loans have now replaced grants as 
tha nutfor source of atudant aid. By relying on loane, which the Government 
guarantees against default, attention la directed to the reouKe of the education 
that the assistance has provided acce ee to, since students whose educational 
experience is unsuccessful may be more likefy to default on atudant loans. 

In order to insure that Federal funds are well spent and that access 
means the opportunity for meaningful educational cboieee and quality 
programs, aoma Federal regulation of all poeteeeondary inatitutiona has alwqye 
been considered appropriate. However, rather than directly establish F ederal 
standards far educational quality, the responsibility waa delegated to agendas 
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outside the Federal Government Beginning with tht 0.1. bill, the first broad- 
ecalc program of Federal aid to poetsecondary etudento, a prooaaa waa est up 
for tha Fadaral Govarnmant to Hat "nationally recognised* accrediting agineiaa 
that could attaat to tha quality of poauicorvdtry institutions. Thia waa 
inUndad to halp assure that tha public dollar apant at any echool-public, 
privata nonprofit or for-proflt~would ba wall apant 

Currant atudant financial assistance programi authorised under titla IV 
of tha Higher Education Act of 1965 include standards of eligibility for 
ecbools, including proprietary vocational echoole, ss wall aa etudente. In 
oongraeaional testimony in 1974 on tha eligibility eystctr. for poateaeondaiy 
atudant aid, raaaarcher Dr. Harold Orlana stated tha purposes of a Federal 
eligibility system; *A system of eligibility fir <arge numbers of students and 
poateaeondaiy schools should ba equitable, iering atudanta and schools in 
every SUU and field an equal opportunity to qualify; it should insure that 
ftinde are apant for the purpose for which they are appropriated-not always 
precisely defined-and it should give studenU an.honaat and, if possible, useful 
education.* 1 

Tha purpose of thia report is to examine whether the current regulatory 
structure is adequate to deal with concerns shout program quality, 
institutional integrity and atudant protection in the proprietary aector. While 
thia paper focuses on proprietary echoole, concerno about program quality, 
institutional integrity, and atudant protection are applicable to all 
poateaeondaiy inetitutione. Traditional institutions of higher education (public 
and privata nonprofit inetitutione) have the potential for wrongdoing and 
nay not always deliver a dollar in educational value for every dollar they 
receive. DeceitAil advertising; aggraasive and mialeading recruiting, tha 
watering down of educational standards, and financial instability can occur in 
traditional institutions too. One current example ia the ecandale and issues 
surrounding recruitment of student athletes and the efforts to legislate a 
certain amount of consumer protection through tha disclosure of graduation 
rates for student athletea at schools that receive Fedtral ftinde.* 

The reet of this chapter summarises tha key regulatory ieeuss as they 
relate to tha proprietary sector. The next chapter deecribes the bask 
regulatory etructurec and procceeec for achool participation in Federal atudant 
financial aid programs, Ths reet of the paper focuses on the three major 
regulatory issues: program quality, institutional Integrity, financial and 
administrative capacity, and student protection. The report looks at the 

'US Cooarm House. CoantttM on E4u£*tk» tad Labor. SpaaUl SubooamH^ as 
Eduatka. Federal Hist*? Education Profrma* !****o*al MUgm$y. 
CoogftM, Id Seat, Part 1, AocridiWtkn, Jujjr tf» W, aod 26, 1074. Wathtagtoa, OPO, 1SU 
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current efforts in these vmi, gaps in regulation and possible options to • 
achieve policy objectives The concluding section attempt* to place these 
issues in the broader context of ctudtnt financial aid policies at the Federal 

level. 

ISSUES 

Injuring that public fundi an wall spent ralaae regulatory laaiaaa 
about program quality, lnetltutlonal integrity, and atudant protection. 
While these concerns apply to all postsscood ar y institutions, specific aspect* 
are particulaijy relevant for schools that offer vocational programs, including 
proprietary schools. 

Questions about the quality and affacttvonscc of vocational programs 
are a function both of the nature of the programs offered and of the types of 
etudenU attracted to such schools. Theee programs offer shorMerm training 
specifically designed to prepare students far particular Jobs. Because of the 
close relationship between program content and the Job market, program 
quality requires continual change and adjustment In addition, program quality 
is important in the vocational school sector because of the students theee 
schools serve. Many of the students attracted to vocational programs are low- 
income, lower-achieving students, including high school dropouts. Theee 
potential proprietary school students may be lees likely to have access to 
counseling and information on postoecondary choices, and may be relatively 
unsophisticated about the connection between any higher education and the 
Job market 

Program quality and the question of the effectiveness of vocational 
programs is also a critical component in achievement of the Federal goal of 
access. Providing acme for poor students to postoecondary opportunities was 
not meant to provide opportunities for failure, minimum wage Jobs or 
unemployment as the result of a poor quality education. 1 Instead the goal Is 
access to quality training leading to valued skills and well-paying Jobs* 
Defining aid measuring program quality is not an easy task, however. 
Regulatory agencies may look at various outcome measures, such as 
dropout/graduation rates, Job placement success, or at questions concerning 
the appropria tenses of the program's length and coet in relation to resulting 
Job opportunities 

Institutional Integrity, U*, whether the school has the financial and 
administrative capacity and stability to provids the education and training it 
promisee, U also a concern for the proprietary sector. As private profltmaking 
entities with a need for rapid turnaround in programs sod student clientele 
and a dependence on Federal student eld for much of their revenues, their 
potential for financial instability may be considerable. The profit motive mqr 



*r«hnfa*l ftltaML Staftrt Vocational Bobo* Daubs Statute, Public to Job. 
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Alto bad to pntir pmturM for too rapid growth, expansion into branch 
campuses and buying and falling school*. Ilia regulatory atruetuta may 
monitor financial stability, aaak to proUct students and tha Government from 
tha consequences of school closures, and review decisions to aatablish branch 
campussa or buy and sail schools. 

Coaaumar protection is also an important isaua for proprietary schools 
baeausa of tha natura of tha schools. In oollagas and universities* tbs 
ralationahip bttwasn a major or courts of study and a Aiturs Job can ba 
soms what Indirect Students often tntsr without a clear idaa of bow they will 
uaa thair education, and may change majors. In proprietary schools, tbs 
avowtd purpoaa is to prapara studsnta for spsciflc occupations. This makes 
it aaeier to taat their claims against results than for traditional institutions, 
and, at tha earns time, makas it mora important that studsnta hava accurate 
information, sines they art purchasing a specific service. 4 

In order to avaluata a program as a means to a particular Job, studsnta 
nssd to know tha proapacta for completing tha course, and for getting work 
in tha araa for which they art trained In addition, baeausa of tha unitary 
natura of tha proprietary school programe-a single course of stu<ry that leads 
to a certificate in i amount of time, instead of a series of courses, for each of 
which tha student receives separate credit-and, because of the lack of 
transferability of credits, sslscting the wrong program and dropping out may 
hava much mora ssrious contequenoce for the student consumer whoos 
investment could be totally lost Regulatory aflbrta may focus oo review of 
recruitment and admissions practice*, student information disclosure 
requirements, and efforts to encourage schools to increase student retention. 

There hava been reports of consumer protection problems in tbs 
proprietary sector at least sines tha schools began to participate in title IV 
student financial assistance programs in tha early 1970s. In 1975, tbs 
American Institutes for Research completed a report for the UA Office of 
Education that found proprietary acboola bad a higher potential for consumer 
abuse than nonprofitmaking institutions. The Government Operations 
Committee in the House of Representatives held hearinp on consumer 
complaints and fraud and abuse in the proprietary school sector in 1974, and 
in the same year , the Federal TrwJa Commission began developing a trade rule 
to protect student consumers from alleged misleading advertising and high- 
pressure recruitment tactics of proprietary schools. 1 
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The main Ainction of regulation hy the VS. Department of EdueaUon 
(ED) it to inaure appropriate uet of Federal Aindt to benefit tbt Intended 
recipient* Some of tbt current concern turrounding tbt participation of tbt 
proprietary etctor to ttudtnt financial aid program bat centered on 
allegation of deliberate fraud and abutt. Evan tbt beet regulatoiy ttructurt 
cannot guaranttt tbt elimination of all fraud and abutc. Indeed, it it unlikely 
that any regulatoiy ttmeturt on ite own can prtrant all attempt* to bilk tbt 
public However, monitoring and orertlght pmrWont tbat art etriet and 
coniiittnty enforced may dtttr tomt future abutt and enable tbt fyttem to 
detect Auttt after tbcy have occurred. On tbt otbtr band, tbt bttt remedy 
to rtduot fraud and abutt may lit not in greater rtgulattoo or enfbnemont 
of regulation but in changing tbt incentive ttructurt of tbt program to 
make it Ittt appealing to tbott with criminal inttnt 

Thit paper dttcribtt tbt ttmeturt of regulation for proprietary tchoolt 
at tbt Federal, State, and accrediting agency levtlt and anelyica appropriate 
regulatory rotponeee to tbt iatutt of program quality, institutional integrity, 
and ttudtat protection. It it not an independent evaluation of tbt 
implementation or enforcement of axieting regulation* although report* 
relating to theee activititt are noted. 1 
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CHAPTER 2 

STRUCTURE AND PROCESS; THE TRIAD 

• Accreditation to a private pitttoos^ 

of and financed by accredited ochools, PitotJ program 
Interact* art secondary. 

• States vary fae bow they regulate proprietary echoole. 
Different States have dltfarant requirements for Uoonoed 
ochools, and vary In the extent of their oversight 

• Padaral regulation of proprietary school participation In 
Utla IV programs baa a number of limitations. ED'c only 
influence on eligibility detenalnatkm to Indirect, and the 
certification requirements are minimal 

For schools that partidpaU in student financial aid program, the 
regulatory • tructure consists of a three-pert system that to commoner reftrred 
to as the triad • In order for students attending a school to receive Federal 
assistance, the school mutt: 1) bo eocredlted by an agency reoognlied fcr that 
purpooo as listed by tht Secretary of Education, 8) be licenced or otherwise 
legally authorised it provide poctcecondary cducatioo in the State In which 
it is located, and 8) be deemed eligible and certified to participate in student 
aid programs by the VB, Department of Education (ED).' 

Of the three components of the HriacT-^ccrediUtion. State licencing, and 
eligibility and certification-two of tbeee components developed independently 
of any Federal program needs to serve purpocee related to quality aen irano o 
and consumer protection, bat not ncoccserlly final tha F ede ra l 
perspective. To avoid activating hers about Federal interference fat 
educational decisionmaking, the Federal Government generally and the ED, 
specifically, have relied on accrediting agendas and State licencing to 
determine standards of program quality. Traditional definitions of educational 
quality have fbcused on echool characteristics as indicators of quality, cuch as 
faulty qualifications, the curricula, and admiaeione standards* The legislation 
eetablishing the ED specifically prohibits it from exercising *any direction, 
supervision, or control over the curriculum, program of instruction, 
administration, or personnel of any educational institution, adiool, or school 
system, over any accrediting agency or association . . . Attempts to act 
independent Federal standards of higher education curricula, and/or 
administration of programs have traditionally been viewed as violating this 
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provision, and have been attacked as infringement oc "academic freedom" as 
well.^ 

Thus, a three-pronged system of regulation developed, with each 
component operating independently and having different purpoeee and 
hiitoriee. Accreditation agencise, which are private organization! eet up to 
review the qualification! of member institution!, are the locui for aeeentially 
self-initiated quality guidelinee and self-improvement efforts. State agenciee, 
•uch ae school licensing bureaus, exercise minimal educational quality control, 
and conaumer protection standards. The Federal Government, through ED, 
is the third am of the triad, focusing on protecting the administrative and 
fiscal integrity of ita ftinding programs. 

ACCREDITATION 

According to the Council on PosUecondaiy Accreditation or COPA, 
accreditation is a a system for recognising educational institutions and 
professional programs affiliated with those institutions for a level of 
performance, integrity and quality which entitle! them to the confidence of 
the educational community and the public they serve." Accreditation is seen 
as a uniquely American process for ensuring quality and protecting the 
"academy's" autonomy. 9 The two main function! of accreditation are the 
development of standards and the protection of institutional autonomy. Both 
have important implications for the use of accrediting agencies as part of ths 
regulatory structure for proprietary schools. 

Background 

Iliitorically, accreditation developed out of the circumstances of the 
American syetem of higher education, in which no single point of control or 
central body existed to set educational standard!. In the late 19th century, 
there was no consensu! on the content of or the distinctions in content 
between high school and poetsecondary institutions. Because the boundaries 
were unclear, the first voluntary association of poetsecondary institutions was 
formed in 1895 to define the difference between high school and college and 



*D«partmont of Education Orguiiiation Act, PL 964S, station 103(b). Ons of ths 
AindoaoaUl prindpUo of tht lysUm of hlfhor •ductUoa In thk oountry, th# Uttl of taulmfe 
frtodom hot boon dtftnod as: "tho tattntial frotdoms of a unlvaroity to dotoraino for itootf on 
aeadtmie ground* who may tooth, what may bo taught, how it thai! bo taught and who may 
bo admittod to study * Sot U.S. Suprtmo Court Swmy v. Sew HampMn, 1967, Juotkot 
Harlan and Franiiurtor concurring. 

*Tht Balanos Whotl for Accreditation. Annual Directory. Washington, Council on 
Pottatcondaiy Accreditation, July 1917. 
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to develop tome guidclinee and procedure* for poor review, Of o oondition for 
momborthip. 19 

Ow time, o numbor of tuch regional aceodatiooB formed wbooo 
mcmberehip wot contingent on accreditation. The accodationt ettablithed 
ecperate accrediting bodice or commiationt that woro retpoo db lo for 
developing otondordi tad potting on tho inttitutional qualifications fbr 
mtmborthip. By tbo eeiiy 19700, all but o amaO poroontago of tbo degree 
granting inttitutiono of higher oducatkm wort oithor accredited or applicant* 
for accreditation. To come extent, roglonal accreditation bad become to 
univoreal at to have lott any powor of dltcriminoting among traditional higher 
odueation inttitutiono. 11 

During thit tamo timo period, proprietary ecbool* had dtvolopod outtido 
this framework of attodationa and accrediting eommittkmt for traditional 
public and private nonprofit higbtr oducatkm inttitutiono. 8omo proprittary 
tcboolt woro in cxittenee in tho 18tb and 19th ecnturiec, and many of tht 
attodationa of tbooo tcboolt have lengthy hittorito. Tbo regional 
pottaecondary accroditing agtndtt bed, however, generally totdudod 
proprietary tcboolt, uting nonprofit otatua at a criterion fbr membership. 
After tht UA Offiot of Education wat authorieed to pubUth a Hot of 
recognliod accroditing agtndtt tor pu r potie of eligibility for votertnt' bcoefltt, 
under the firtt OX bill* the national proprietary tcbool ao to dath m o began to 
ttt up their own accreditation eommittiont. u 

Controversy over tho exdudon of proprietary tcboolt by the regional 
accrediting bodice camt to a btad with tht Merjorie Wtbtttroato (1966-1970). 
KUijorie Webtter wat a for-profit junior eoUegi that had been in criotcooc tor 
a number of yeart and conferred aetodate degree* It wat Uotottd to operate 
in the District of Columbia but wat not accredited although it had attempted 
to apply tereral timet to tht Middle 8tatce Accroditing Commktioo, In 1966, 
the oolltge, wboee atudentt wore unable to reoctvo Fodtral aldbtoautoof He 
lack of aocrodi tattoo finally tuod the ac cr ed itin g oonwaitdoo tor dtqying ttt 
college the opportunity to apply tor accreditation. Among other thinp, 
Mtijorie Webtter chargtd that the rogkmdattod at topactodataooribfaia t ion 
in reotraint of trade and had denied the tcbool duo protitat in r^tding ttt 
application attempt* 



*¥m a dtttfltd bbtery if ■ocndttttloa to thfc eteatay, «t Htidweei Fkel P. 
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During tht course of the trial, tbt issue quickly became ont of whether 
the profit motivs wu compatible with education. A number of distinguished 
economists auch as Milton Friedman testified on bahalf of tht echool, with 
higher education officials defending Middls States exclusion of tor-profit 
schools. Tha trial court judft mlad in ftvor of tha college: "educational 
excellence la datanninad not by a mathod of financing but by the quality of 
tha program.* Tha appaltata court reversed the decision, holding that tha 
regional accrediting commiaiion could legitimately uaa a nonprofit criterion for 
accreditation. While the achool itself went out ofbueineee not long after, the 
proprietary eector loet the battle but won tha war, aa other regional 
commissions began to admit proprietary achoole and a number of proprietary 
junior collcgee Joined existing proprietary accrediting groups. 11 

The Maijoris Webeter caee focuced attention on the question of whether 
institutional accreditation had any direct relationship to quality. A nuir'ar 
of critics concluded that accrediting agencies were too status quo, too hide- 
bound, and too protective of established institutions. They recommended that 
tha Federal Government should stop relying on private accreditation in 
establishing eligibility tor Federal Amd*. Opponents argued that this would 
remove tha incentive for may school to U accredited, and would lead to direct 
Federal control of programs and institutional decisions. 14 The proposals were 
not adopted. Instead, the proprietary accrediting agenciea gradually became 
accepted members of ths accreditation community. 

In 1976, the coordinating body of the regional accrediting commissions, 
the Federation of Regional Accrediting Commissions of Higher Education 
(FRAGHE), and another organisation representing colleges and universities, 
tha National Council on Accreditation (NCA), merged to form COPA. COPA's 
membership was aleo expanded to include three of the national commissions 
that accredited moat proprietary schools, the accrediting commissions oft tha 
Association of Independent Collegee and Schoole (AICS), which accredits 
primarily business schools, the National Association of Trade and Technical 
Schoole (NATTS), and the National Home Study Council (NHS©, whkh 
accredits correspondence achoole. COPA acts aa an umbrella organisation that 
supports rceearth projscte and publications on accreditation and aims to 
protect accrediting agenciea (torn government interference. 

In addition to AICS, NATTS, and the NHSC, three other accrediting 
be Jits currently accredit significant numbers of propristaiy achoole. Theee are 
the National Accrediting Commission of Cosmetology Arts and Sciences 
(NACGA8), a group formed from a merger of two previous accrediting bodies, 
the Accrediting Commission for Continuing Education and Training (ACCET), 
and The Southern Association of Colleges and Schoole, Commission on 



, *Ths Bupftme Court riAastd is rtvitw tht Appttk Cotut dtcWoo in Dm. 1970. Xosratf, 
JtaesD. IbsCaieoflfeijorfcWsbetir. Thi PuUU Inkmt, no. 30. Sumaw 1070. p. 4044. 
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Occupational Educational Institutions (SACS/COED. 11 Uaiike institutions of 
Usher aducation, however, not all proprietary ecboclt art accredited. In tba 
tarly 1970s, it was attimattd that lass than 30 parctnt of tba existing achools 
wars accrtdited. Whila it ia likely that that proportion has incraucd 
considerably, there remain a number of such achools that are not 
accredited. 

Elamanta of Accreditation 

Kenneth Young, one of the founders of COPA who baa written 
extensively about accreditation, has est out the six major purpoaas of 
accreditation: fostering excellence, encouraging improvement, assuring tba 
public that institutions have appropriate btyectivee which they art capable of 
accomplishing, providing technical assistance, encouraging divawtty of 
institutions and programs, and protecting institutions from encroachments on 
academic freedom. Accrediting organisations have generally avoided specific 
standards and quantitative checklists in developing criteria of quality and 
fostering excellence, and instead have relied on qualitativt criteria and 
subjective judgments of institutional excellence. According to Young, the 
ultimate test of institutional accrediting ia whether the accredited institution 
is acceptable to other accredited institutions." 

The actual process of accreditation, in contrast to particular standards, 
ia very uniform, regardleee of which accrtditing agency is involvad. In part 
this is due to the influence of COPA and its coordination of tbt accrtditing 
community and its procedures. In part, it also raeulte from the fact that the 
criteria the ED usee in listing recognised accrediting agendas (bout on the 
procedures agendas uae and not the content of the standards they aat u In 
heaping with the primary goak of pear review and aelf-improvtmant, the key 
alament in accrtditation is eclf-tvaluation by the institution. The standard 
components of the accreditation process indude a eelf«etud(y f an oolite 
evaluation by a team of peart, and a final decision to grant or deny 
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accreditation by tbt full accrediting commission whoso members usually 
include public representatives aa wall as rapraaanUtivaa or ownara of member 
ecboole.' 1 

Salf-atudiaa by vhcols are designed to meaiure progreee according to 
p ivvioualy accepted objectlvec, alao denned by the achoola. The roeuking eelf* 
■tudy report ia uaed aa the baaia for evaluation by a site-visit team that 
uiiiih the acbool In light of the eelf-etwty, tba team's expertiee, and aitarnal 
perspectivee. The team preparec an evaluation report that ia reviewed by the 
institution for factual accuracy. Tba original study, report, and reaponae then 
go to the accrediting eommisaion which usee theee aa a baaia for action 
regarding the status of a school Negative decisions are appealable, usually 
to a specially constituted committee or review board. 

Accrediting commissions tend to meet two to four timee a year and vary 
in the number of applications on which decisions need to be made at any one 
meeting. Accreditation is generally granted for a specific term, which ia a 
maximum of S to 6 yeara among the proprietary school accrediting agencies. 
Accrediting bodiea can review member institutions at any time "for cause" and 
require prior approval or review of substantive changes.. 

Limits to the Accreditation Proceee 

There are a number of limite to the accreditation procees as a means to 
Imure consistently high standards at schools. Some of theee can occur in the 
application of individual stepe in the proceee. For example, etandards may be 
too vague or limited to evaluate institutional quality, solf-etudieo may lack 
objective data, review teams may not be expert or their time may be too abort, 
evaluation reporta may ignore deflcienciee, or accreditation eommiasiona may 
be too overworked to carefully review applications In abort, the proceee may 
not live up to its intentions. COPA, itself, baa acknowledged that 
•accreditation falls short of providing the quality assurance that our nation 

deserves far too often the participants in the accreditation proceee focus 

their efforte on minimal barely adequate etandards."* 
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Otbtr limitf of accreditation are mora fundamentally linked to iff nature. 
It it important to remember that accrediting to undo rtakon la the Interacts 
of , and to financed by accredited ecboole. Public service and consumer 
protoetior art secondary interests. AccrtdiUtion to not a process by which 
institutions art matured against clear objective standards of quality. 



Although the public often a aa uma a that accreditation implies tome warranty 
or "food housekeeping atal of approval 9 that proUcU the educational 
oonsumsr or vouchee for the financial and educational integrity of an 
institution, accrediting agtncice make no euch claims. AccrediUUon cycles art 
too long to be able to vouch for the current etatuc of ecboole. While annual 
reporU may be required, and accrediting agency staff may inveetigate 
complaints, accrediting bodice generally do not have the reeouroee to closety 
monitor accredited echoola. Since the outlook of the accreditors to collegia! 
and voluntary, they do not aee policing or enforcement of standanto ae part 
of their miction. The only serious sanction such bodies can invoke to 
withdrawal of accreditation, ao when problem schools come to their attention! 
the unial approach to exhortation. 31 

Ironically, perhaps because of the greater spotlight focused oo alleged 
abuses in the proprietary sector, or a general defeneiveneee that comes from 
being looked down upon by the traditional higher education establishment, the 
proprietary accrediting bodies have suffered from theee limits somewhat tees 
than the regional accrediting commissions. The proprietary school accrediting 
organisations ars mora likely to have specific, even quantitative, standards, 
to require regular annual reports from all members, and to investigate 
complaints and any changes in specific indicators of eehool quality or 
integrity. On the other hand, because of the greater financial stakes in 
withdrawal of accreditation, they have found it difficult to appty that ultimate 
sanction. 11 Their basic ethoe, however, remains the same ae the regional 
commiesione'-the focus is on peer review and eclMmprovtmont* 

THE STATE REGULATORY ROLE 

There la no oanstotant State rola In regulating proprietary 
schools, since States developed rules with a variety of different purposes and 
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perspectives. Soma of these regulations were rtlttcd to the rulM governing the 
traditional Mctor of higher education, while othara wara pattarnad altar Stata 
rulaa for oparating businesses. Technical!/, all Stataa do not liaanaa 
proprietary schools; bowavar all 60 Stataa do have soma identification, 
registration, or eartification proeadura with which schools must comply in 
ordsr to obtain lagal authorisation to do business within a Stata. Stataa 
however, differ greatly on tha natura of this proeadura, tha extent of tha 
raquiramanta impoaad on schools, as wall aa on th< verification of information 
or oversight of licanaad ec f sols. In a ftw Stataa, schools naad only fill out a 
simpla form and pay a Dm to ba author! xad to ops rata, whila othara raquira 
elaborate applications, and on-site inrsstigation by Stata staff. 14 

Background 

Stata regulation of tha proprietary sector relies primarily on lawa 
raquiring proprietary schools to register or obtain a license in order to oparata 
within their bordera. Tha impstus for these rulaa varied from Stata to Stata, 
sometimes growing out of business registration proeadura* generally, and 
somatimea initiated in rotation to eligibility for Stata programs of student aid. 
Depending on tha Stata and tha type of training offered, several different 
agencies may be involved in tha licensing and oversight of proprietary schools. 
For example, in Texas, thara la a separata board that cvarsees cosmetology 
schools, sod another agency that licenses trada and tachnical schools. Tha 
public safsty or traffic buraau ragistara truck driving schools, whila tha Stata 
adueation agency is responsible for authorising schools that grant degreee." 
In Stataa with multiple licensing or authorising agencies, the various 
regulatory watchdogs may hava little contact or coordination with each other. 
In moat casee, agendas regulating proprietary schools are also likely to be 
completely excluded from any participation in higher education coordination 
or planning in the State.** 

Tha activities of Stata licensing bureaus are typically funded through ftaa 
which tha schools pay to be licensed or registered. Aa a result tha very 
agencies with the responsibility for monitoring and enforcement of regulations 
governing proprietary schools are dependent on thoae same schools for tha 



"Converaetioa with Coordtnoting Secrete*, National Aosodation of Suta Adminletretora 
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agency budget Tbii to not an ideal aituation from tha point of view of 
disinterested, strict enforcement of reguletione.* 

Another aource of authority for State regulation of proprietary acboola to 
the programs of atudent aid aetabltohed by the State, In 36 States, 
proprietaiy acbool atudenta are eligible for 8tate programa of financial aid, 
and thue any 8tata regulation* applying to schools participating in tboee 
programa would also apply to proprietary acboola. Since the focue of this 
paper to the regulatory structure for participation in Federal atudent aid 
programa, no attempt was made to review State student aid program 
regulations.* 

In addition, all States have enacted the Uniform Commercial Code, which 
has a number of explicit protections for consumers from abusive practices in 
recruitment and tales, theoretically including abuses in tha education aector. 
Consumer protection statutes per ae tend to be complaint driven, and 
regardless of whether provisions have been enacted specifically including 
proprietaiy schools in their coverage, enforcement of such rtatutee on an ad 
hoc, case by case basis limits their role in regulation of the proprietaiy school 
sector. The various school licensing bureaus, registration or certification 
agencice are the main locus of State regulatory efforts. 

Elements of Regulation 

A theoretical distinction to usually made between accreditation aa an 
evaluation of educational quality and State licensing as an aasis sm s nt of the 
viability of tha institution to do business. In practice, Statee use a number 
of different perspectives in tha regulatory process. Many States approach 
regulation from the same perspective as accreditors. A State agency mqr have 
the authority to establish minimum standards for the qualifications of foil- 
time faculty, the amount of library materiale, and instructional space, and 
evaluate institutions on thsse criteria. Another common focus to on "honest 
practice." A State agency may have authority to review the reliability and 
accuracy of published materials and advertising; to regulate refttnd policies, 
and to require other consumer protection measures* Many States use 
elements of both approaches Some focus more on minimum standards for 
degree-granting proprietaiy schools and on tha application of truth b 
advertising rules for the nondegree-grantlng schools." 



r n*L 

*g— National Awodatko of SUU BchnUrthJp tn4 Print Pwfrunt. 1!*AammJ *m>v 
tofortt \m\m Aeadtmfc Year. Karrkbuig, P«u*jta&Ia HJtfMr SduerttB to b a s aas 
Agraey, Jsa. 1M0. 

"teuton, Ato* Ovmighi if 0* Prtoa* and J¥*>*toiy fetor. 




395 



CRS46 



The Education Commission of tht States developed model State 
legielation for regulation of proprietary echoole in 1971 that combined 
minimum standards and consumer protection concern!. The legielation wae 
aleo eupported by the National Association of State Adminietratore and 
Supervisors of Private Schoole in congressional testimony in 1974, and has 
since been used as a resource document by many States in developing or 
revieing their laws and regulations. The following areas were suggested for 
minimum standards at the State level: application information, catalog 
criteria, admissions policies, instructional materials, recordkeeping criteria, 
agent/salesman criteria, placement rates, policies for cancellation and refund 
of tuition and fees, equipment/facilities, faculty criteria, administrative staff 
support, advertising/recruitment, and financial stability. At the sams time, the 
model legielation included a provieion to allow Statee to waivs any 
independent requirements for licensure when a school was already accredited 
by a private accrediting commission. 90 



Regulation of proprietary schools at the State level ie limited in what it 
can accomplish. The lack of uniformity in State etatutee and regulations limits 
the reliance that can be placed on States for insuring Federal objectives in the 
use of etuaent aid funds. States vary too much in ths substantive areas 
covered, in the Bthctnese of the standards imposed, and in ths extent to which 
the applicable statutes are actually implemented and enforced. Perhaps, for 
these reasons, the Federal Government has never placed a great deal of 
emphaaie on this component of the triad. 11 

In a 1976 report that accompanied a proposed trade rule for proprietary 
schools, the Federal Trade Commission (FTC) concluded that State oversight 
of proprietary schools was inadequate both because there were gape in State 
laws and regulations that permitted deceptive or fraudulent practices to 
continue and more importantly because the laws that did exist were seldom 
adequately enforced. 33 

A number cf more recent reports and comments suggest that the 
lituation has not changed in the intervening years. A 1979 General 
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8l Tha Cartar Administration propoaad abolishing ralianoa on accreditation in bopst of 
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Accounting Office report suggested that the leek of oversight by Sute agencies 
was a major problem either because accredited schools were exempt from 
review or because States had inadequate Ainda to review and monitor schools. 
More recently, in 1988, then Secretary of Education William Bennett wrote 
to the Governors of the 60 States to urge them to "undertake a thorough 
review and evaluation of all your State's laws and regulations governing 
proprietary school licensing and operations. 8ee if they need amendment, 
strengthening or more rigoroue enforcement* At the same time! the American 
Council on Education Cantor for Adult Learning and Education Credentials 
recommended that States review laws on authorisation and approval of 
educational institutions and strengthen and enforce them.* Articles exposing 
abusee in the proprietary sector and the failure of 8tate regulatory agencies 
to either prevent or control these abuses have been published in recent yean 
in a number of major metropolitan newspapers. 81 

Four of the six States with the largest proportions of proprietary ecbool 
students or schools nationwide, Texas, California, Ohio, and Dlinole, have 
recently amended their proprietary school law, and New York is currently 
debating changes to its statu tee. A number of other Statec have also recently 
revised or are in the process of revising and strengthening their statutes and 
regulations governing the proprietary sector. These State reform efforts have 
focused on raising feee to strengthen monitoring and enforcement staff, 
establishing eome tuition-reimbureement plan, new requirements for ecbools 
to submit financial information, and eetting standards for placement and 
program completion rates. 14 
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THE FEDERAL ROLE 

Department of Education Regulations 

U& Department of Education regulation of poetsecondary education 
institutions includes eeveral steps. These regulatione apply to all 
poeteecondaiy inetitutione that participaU in title IV etudent financial 
assistance programe and not Just to proprietary ecboole. Although the 
regulatione recognize different types of inetitutione, until recently different 
requirements for participation had not been Impoeed by type of institution. 19 

First, an Institution must establish •eligibility' under the Higher 
Education Act, which qualities it to apply for participation in etudent financial 
assistance programs. Eligible institutions must then be certified ae meeting 
certain financial and administrative "standards" for participation In title IV 
programe. Once eligibility and certification requirements have been satisfied, 
the school enters into specific program participation agreements for each of 
the individual title IV programe. Theee participation agreements require the 
institution to abide by the specific regulatione for that program and otherwise 
refer to the criteria established under the institutional eligibility and 
certification requirements** 7 

The two main criteria for eligibility are: 1) legal authorisation by the 
fHete in which a school is located, and 2) accreditation by a nationally 
teeognlsed accrediting agency or association. The determination of eligibility 
is effectively delegated to nonfederal entities-State licensing authorities and 
the accrediting organisations. The Secretary of Education is authorised to 
publish periodically a list of accreditation agsndee according to certain 
criteria. There ie no really comparable proceee for Department of Education 
listing or recognition of State agencies that legally authorise proprietary 
schools* operations. Thus, ED's only Influence on eligibility 
determination Is indirectly through the proceee of recognition of 
accrediting agendas. 19 
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Recognition of Accrediting Ageneiee 

Federal recognition of accrediting bodice was first established under the 
Veterans Readjjuetment Assistance Act of 1952 which authorised the 
Commissioner of Education to 'publish a list of nationally recogniied 
accrediting agencies and associations which ha determines to be reliable 
authorities as to the quality of training offered by an educational institution 
.,..** The impetus for this authority and similar authorisation in other 
legislation such as title IV was the need for a reliable measure of educational 
quality that avoided any appearance of Federal interference in educational 
decisions by schools. The original criteria for recognition of accrediting 
agencies, written in 1952, were not revised until 1969, at which time a 
provision was added for review of agency recognition every 4 yean. Since 
then the criteria have been revised twice, in 1975 and again in 1988, 

Each attempt at revision of the criteria for recognition has aroused the 
concern of the higher education eetabliehment that any expansion in or 
greater specificity in euch criteria could be a 'itep towards Government 
interference with curricula and academic freedom. On the other hand, a 
Carter Adminietration proposal to drop the accreditation recognition process 
also aroused opposition from the higher education community that feared the 
alternative would be more etringent eligibility requirements imposed directly 
on individual schools by the Federal Government 

At Senate hearings in 1986, then Secretary of Education Bennett 
announced a review of the criteria for recognition of accrediting agendas with 
a view to revising them to focus more on results and effectiveness and leas on 
the process of accreditation. In his testimony, Secretary Bennett noted 
problems of schools graduating large numbers of students who foiled relevant 
State licensing exams or could not satisfy minimum standards in their field 
and gain employment Hie comments were not limited to proprietary schools 
but included programs such as pharmacy and teacher education in traditional 
institutions of higher education. 40 

In 1987, the Administration proposed new criteria for recognition that 
required accrediting agencies to have specific standards for program 
effectiveness and for disclosure of consumer information in order to be 
recognized by the Secretary. The higher education community and the 
accreditation community oppoeed the new criteria. They argued that the 
Secretary could require accrediting agencies to have o standard for program 
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offectiveneco or consumer protection, but could not proscribe its content To 
do to would exceed the Secretary's authority to recognise and constitute an 
unwarranted interference in educational programming. To quote from an 
article by the head of GOPA, If the Secretary can set accreditation standards 
for consumer protection, cannot the Secretary est accreditation standards in 
other areas, such aa faculty compensation? • ... In Washington todqr the 
possibility is alive that the power of the Federal puree mliht circumvent the 
historic prohibition of Federal interference in education** 4 ' 

As a result of such criticism and concerns, the final revised criteria, 
published in 1988, onjy require accrediting agendas to include | standard for 
evaluating student achievement without specifying how it should be measured 
and do not specify the content of consumer Infbrmation disclosure 
requirements. Tbs main changes from previous versions include specifying a 
number of program quality areas in which accrediting agendee should have 
standards, such as admissions criteria for "ability to benefit 11 students, and 
requiring that accrediting agencies take into account adverse decisions of other 
such agsnciss when considering accreditation. 41 

For the moot part, the current requirements for Federal recognition of 
accrediting agendee continue to be more procedural than substantive. To be 
recognised by the Secretary, an agency must have suflldent experience in the 
programs for which it seeks to be the recognised accrediting bocfy, be national 
or regional in scope, have sufficient resources to carry out its Amotions, be 
nationally recognised aa the appropriate accrediting txxfy, have written 
documents deecribing its standards and procedures, adhere to an accreditation 
procese that indudee self-analysis, on-site review, and reevaluate at 
reasonable intervals, and include information on educational effe cti veness , the 
adequacy and accuracy of public disdosurss, and the decisions of other 
recognised sccrediting agendas as part of its criteria. 

Accrediting agendee not previously recognised make application 
fiiraishing evidence of compliance with the above criteria. Theee written 
materials are reviewed by ED staff asdgnsd to the National Advisory 
Committee on Accreditation and Institutional Eligibility (which has statutory 
authority to i commend whether accrediting agendas should be recognised by 
the Secretary) along with spy comments from third parties solidted by a 
notice in the Ftdtrol Register. Public bearings are held on the application 
and the Advisory Committee prepares a recommendation to the Secretary on 
recognition. Recognition is for 4 years, at which time the accrediting agency 
reapplice following the above pro c ess. 

Between 1952 and 1988, the number of recognised accrediting bodice has 
grown from 28 to 72, although the main growth has been in the number of 



"llmni&t Arc the Stcrcuir'i Intotim HooonbteT, e. 12-14. 
*8«c 94 CTX eOft 




400 



CRS-21 



special program accrediting boditfp not in propriiUry ichool accrediting 
agencies. Thf two addiUona to tha lift that aecradit proprietary achoola art 
ACCET and SACS/COEI. 

Limits of RtMgnltlon Prow 

Than art a numbtr of weaknesses in tha recognition proeaaa aa a device 
for Fadaral regulation of proprietary acbooli. Since 1952, no major 
inatitutional accrtditing agency baa avtr bttn dropptd from tha Secretary's 
litt. In a raetnt report, tht ED Office of tha Inspector Otntral baa chargtd 
that ED atalT havt bttn lax *n tbair rtritw of accrtditing agtndaa btfbra 
initial recognition and rtntwal. 41 If accrtditing agtndaa gtt floppy In tbair 
application of ttandarda and allow poor quality achoola to receive or maintain 
tbair accreditation, tbt Secretary's only thrtat ia to drop tha agency from tha 
liat of recognized agtncitt. Tbia would effectively mean eliminating all tha 
achoola accredited by that agtncy, good at wall at bod, from eligibility tor 
participation in ttudtnt financial aaa ittanct programs One propoaal that hat 
bttn suggtttcd to make it aaeier for the Department to drop egtndte from 
tht lift ia to give achoola accredited by an agency that ia dropped 1 year of 
continued eligibility. During that time, thty could aeek accreditation from 
another agency that remaina on the lift 

In addition to the lack of overcigbt and eanctione to enforce the 
ctandarde for recognition, the inclusivencss of the recognition proeeee alao 
limiU iU utility in dealing with regulatoiy ieauee concerning proprietary 
achoola. If ED btltsvts that probltma trist or different ttandarda abould 
apply in the accreditation of proprietary achoola, there la not explicit atatutoiy 
authority for teparato ttandarda. Although there la no atatutoiy prohibition 
against separate criteria, the current recognition proeeee appliea the acme 
criteria to all accrediting agencies for inatitutkma of poeteeeondaiy education, 
not jutt to proprietary school accrediting bodies. This would inevitably lead 
to opposition to the imposition of new requirements from the traditional 
higher education community. 

Eligibility and Certification 

Before a proprietary school can participate in student financial aestetanoe 
programs, it must go through the eligibility and certification procisass. To 
establish eligibility, ED'e Division of Eligibility and Certification reviews 
documents provided by the school to determine whether a school baa met the 
State authorisation and tha accreditation requirements, whether it has been 
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in operation for 2 years, and whether its program meet ths minimum count 
length requirements." Eligibility mutt bt renewed every 4 years. 

Eligible institutions mutt thtn to certified as meeting certain regulatory 
requirements regarding financial respons ibility and administrative capability. 
Tha financial responsibility standards art auppoaad to indicata that an 
institution can pay ita bills, ia financially sound, and that tha owners and/or 
amployaaa have not previously baan convicted of defrauding tha Padaral 
Government Tha administrative capability requirement* ait alao baaie and 
concern tha adequacy of ptraonntl raaourcaa to adminiatar titla IV programa 
and tha maintananoa of atudtnt records. Aftar reviewing tha application and 
doeumanta submitted, dapartmant ataff datannina wbathar a school meets 
thaaa atandarda and certify it for participation in titla IV programa. SchooU 
about which tbara ia conoarn about thair financial capability may to placad in 
a apodal reporting category. Currently, 7,945 inatitutiona ara eligible and 
eartifiad to partidpau in titla IV programa, of which approximately 60 
psrcanti or 3,600 art propriataiy schools. 

Finally, acboola must aign program participation agraamanta with tha 
Dapartmant for aach of tha titla IV programs. Thaaa agraamanta generally 
rtftr back to tha general atandarda for participation discussed abova aa wall 
aa any adminiatrativa raquiramanta specific to a particular program. 

In 1989, tha Dapartmant published new rules that amended the 
adminiatrativa capability roquiremente and added new requirements for schools 
with high default rates on guaranteed student loans, as wall aa expanded the 
student disclosure raquiramanta under the OSL program regulations. 41 

Until 1972 for the OSL program, and 1976 for all other title IV 
programa, acboola eouM not to dropped from program eligibility. Id 1972, 
legislation eetabliahed Federal authority to limit! suspend or terminate the 
eligibility of institutions found to to in violation of Padaral program atandarda 
for tha OSL program and this authority waa expanded in 1976 to cover all 
other title IV programa. Authority for 'emergency* suspension of aid 
eligibility waa eetabliahed in tha FY 1990 reconciliation legislation, PI* 101- 
239, after the department had been legally challenged for lack of statutory 
authority to invoke emergency suspensions. Between 1966 and March 1990, 
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the Department has terminated 35 schools from eligibility, the vast majority 
of which wort proprietary schools. 

Ovtrtlght and Monitoring 

The Department of Education conduct* a number of different monitoring 
activities designed to insure compliance with the eligibility and program 
criteria for institutional participation in title IV programs. These include 
program reviews, the biennial independent audita required of all recipients of 
Federal funds, and audits or investigations initiated by the ED Inspector 
General's Office. 

The Department of Education^ Office of Program Review and the 
regional offices conduct program reviews onsite, lasting approximately 1 weak. 
These reviews an supposed to occur every S years and examine an 
institution's administrative capabilities, program compliance, and accounting 
practices in order to assess stewardship of Federal funds. Program reviews 
focus primarily on student financial aid administration, rather than on 
broader questions of institutional policy such as recruitment, curriculum, and 
placement efforts. Reviewere attempt to verify compliance with various 
statutory requirements of the title IV programs, including whether students 
are actually eligible for aid, whether ability to benefit was correctly assessed, 
whether aided students continued to make satiafkctoiy progress required, 
whether appropriate aid disbursement procedures wsre followed, as well as 
whether refunds were accurate and timely. * 

Given the large number of eligible institutions and resource limitations 
in personnel and ftinde, it ia not surprising that there have been persistant 
concerns that these review pro c ssss s are not sufficient to assure compliance. 
Between 1982 and 1989, ED conducted an average of approximately 600 
reviews annually, about one quarter of the number that would be needed each 
year to ensure that eveiy school was reviewed ovary 8 years. 41 Recent reports 
on abuses in the proprietary sector have noted that regional office staffing is 
inadequate to handle the program review process. In region II (Now York, 
New Jersey, Puerto Rico, Virgin Islands), thero are (bur institutional review 
specialists to cover 860 poetsecondary Institution* rtgion IV (Alabama, 
Florida, Georgia, Kentucky, Mississippi, North Carolina, South Carolina, 
Tennessee) baa 18 program reviewers responsible for covering 1,100 
Institutions in eight States." 
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Anothsr oversight mechanism if tbt Student Financial Assistance 
Program audit rtportt prepared by independent public aeeountanta that 
schools art required to oubmit every 2 yeara. Wbilo focuoing on tha flacal 
integrity of program!, tha auditor! ara alao supposed to address overall 
compliance with title IV requirement!. Tha Inspector GaoaraTa Office 
reently found a numbtr of weaknossee in tha audit prooaaa and in an aflbrt 
to clarify and atrangthan tha foeua on program eomplianea information, a naw 
audit guida wu racantly released." 

Finally, ED'e Office of tha Inapactor General (OIO) conduct! audita or 
investigations (if it auapacta criminal violations) aa a raault of its own reviews 
of achool information and in raaponaa to complaints. For 1989 and 1990, tha 
Inapactor General haa aatimatad that approximately 70 percent of tha offlce'o 
raaourcea have been devoted to tha etudent financial aid area. The average 
liability of the 38 audita conducted by the OIO during 1989 and 1990 if 
approximately $1.5 million. Between 1984 and 1990, proprietary ochoole 
represented 64 percent of the total audit liabilitiee from both tha independent 
audita and thoee of the Inspector General. 49 

Institution! that participate in tha GSL program are alao subject to 
monitoring and oversight by tha guaranty agendee that insure time student 
loana. Guaranty agencies ehare with tha Federal Government a responsibility 
to ensure that schools are administering the GSL program correctly. Guaranty 
agenciea ara required to conduct biennial program reviews of the ecbooia with 
the largest loan volume guaranteed by their agency and thoee that have 
default rates over 20 percent Guaranty agendo* also have authority to 
initiate limitation, suspension and termination proceeding against ecbooia 
baaed on tbeee reviews. In addition, guaranty agencies in some Statee, euch 
as Texas, have initiated additional monitoring requirements based on concerns 
over defeulte or other fiscal mismanagement relating specifically to the loan 
program* 

Other Agenciea 

Federal regulation in poeteecondaiy education involves a number of 
agenciea in addition to the ED. For example, the Federal Aviation 
Administration eertiflee airline maintenance technician ecbooia, and tha 
Federal Bureau of Investigation investigatee mail fraud whan aggrieved 
correspondence students lodge complaints Hie agpney with a role moat 
comparable to the Department of Education Is the Veterans' Administration 
(VA) which regulates schools that veterans may use their benefita to attend 
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The VA hae ita own law and regulation! and a qretem of 8taU approval 
agencico that approva poateeeondary pn grant (not aeboola) and conduct 
annual reviowa of poateeeondary inititutioni. Tha qretem baa eimilaritiee and 
dilTcrancaa with Dapartmant of Education regulation! and aoma proprietary 
inatituUone participate in both. Whara tha VA approach baa been ouggeetod 
aa an alUrnativo to currant regulation*, thia wUI bo notad in the chaptere 
that diacuat apaciflc laauaa." 

Tha other Federal agency with a roll in proprietary aebool regulation ia 
the Federal Trade Conuniaelon (FTO. Ita main role ia to protect eonoumere, 
in thia caae, atudenU attending proprietary aeboola, regardleee of whether tbey 
participate in Federal etudent aid programa. The FTCa roU ia aomewbat 
enelogoue to eonaumer affaire officee to aoma Sutaa that alao may puraua 
complainto brought by proprietary aebool etudente. The FTC la limited to 
poatboc authority to invcotigata complainto agalait individual aeboola. 
Currently, the FTC inveotigatee deceptive trade preetieet to proprietary 
Khoola and ieauee ceaaa and deaiat ordera againat individual inatituUona. 
Action ia taken againat aeboola that divert eubetantlal trade unTairly ftom 
compeUng Khoola through mieropreeentation of atatua, programa, facilitlea, 
feec, or the employment opportunitiea and aarntoga of graduatee. The number 
of individual eaaae the agency baa brought againat proprietary aeboola declined 
to the 1980c •* the agency foeuied ito declining reaourcee on unfair and 
deceptive buctocoo practieee to other economic eeetora that involve la-gar auma 
of money and number! of conaumera." 

In 1978, tha FTC had propoeed to regulaU tha proprietary aebool aector 
more broadly through the lieuanee of a general trade rule. The rule which 
waa propoeed to go into eflbet to 1960 would have required hour for hour 
pro, au icfcnd polidee, a 14-day cooling off period lor proepeetiva enroUeee, 
and affirmative diseloaure of program dropout ratea for all proprietary 
vocational aeboola. In addition, aeboola advertiatog that their programa 
reeulted to employment outcome! would have been required to affirmatively 
dteclooo their job-related placement ratee. The rule waa immediately 
challenged to court (Katktrint Oibbt School v. tin Federal Track Commitdon) 
and vu returned to the Commlieion for revieion by the Second Circuit Court 
of Appeal! to 1980. The court ruled that the rule violated the Commiaaion'a 
itatutory authority and propoeed remadiea that ware not related to the unfair 
practieee deecribed." Between 1980 and 1988, CommlMlon ataff attempted to 
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daralop raviaad nguUtioni dMlinf primarily with rotunda and diacloauraa, but 
CommiMion eonaidaration wu rapaaUdly poatponod. 

In 1988, tbt CommiMion voted to terminate tba propoaad rulamaking . 
b i tha QQti* announcing tba dadaton, tba Commkaioa ateted that tba 
•ridanc* wpporting a ganaral nil* waa out of date and mora importantly that 
tba avidanea in tba racord did not aufaatantiate tba naad for tha ramadiaa 
propoaad. In addition, tba Commiaaion noted that tba ED waa eonaidaring 
now ragulatkna for tba Guarantead Studant Loan (OSL) program that would 
eovar aoma of tba aama iaauaa aa thoaa in tba raw. Praaumabtr, this waa a 
raforanea to tba ragulationa which turn now baan iaauad aa part of tha ED'a 
now dafault initiatira." 
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CHAPTER 3 
PROGRAM QUALITY ISSUES 

• The current regulatory structure views dropout rates as an 
Indicator of potential problems rather than as an absolute 
standard for school eligibility. 

• Given current difficulties with defining and verifying 
placement rates, the imposition of a minimum standard may 
be unrealistic. 

• None of the agencies In the current regulatory structure look 
at the length of a program in relation to its declared 
objectives. 

. The current regulatory structure does not attempt to address 
cost/benefit issues for particular vocational training 

programs. 

Concerns about the quality and effectiveness of proprietary school 
vocational programs are • (taction both of the nature of the programs offered 
and of the typee of students attracted to such schools. Many of these 
programs offer ehort-term training of a year or less specifically designed to 
prepare students for particular jobs. Because of the close relationship between 
program content and the job market, program quality requires continual 
change and acquitment. In addition, proprietary schools attract lower* 
achieving students, including Ugh school dropouts. These potential 
proprietary school students may be less likely to have seesss to counseling end 
information on poctsecondary choices, and may be relatively unsophisticated 
about the connection between higher education and the job market Defining 
and measuring program quality is not a simple task; the regulatory 
structure can focus on educational inputs, student outcomes, specific 
characteristics of programs, or questions of costs in relation to 
benefits. 

BACKGROUND 

One of the main Federal policy goals for postsecondary student aid is 
providing access to a postsecondary education regardleee of financial resources. 
Students receive financial assistance to attend their choice of postsecondary 
school. Thie goal presupposes that students will use the financial assistance 
to attend programs of at least minimum quality. Otherwise, thers would be 
no benefit from access and choice. 

To assist studonts in finding programs of at least minimum quality, the 
Federal Government determines which institutions are eligible to participate 
in student financial aid programs. Eligibility however does not measure 
program quality directly. As previously discussed, the Federal Government 
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hti scrupulously avoided any attempts to define standards of quality for faar 
of being accuaad of interference in curriculum or aducational decisionmaking 
which it it specifically prohibited by statute from doing. 94 Instead, tba Padaral 
Government, baa raliad on accraditation and State licensing to inaura that 
minimum atandarda of quality ara mat in poeteoeondaiy inatitutiona wboaa 
•tudanta ara aligibla for Fadaral aaaiatanea. 

Traditionally, tba maaauraa of quality uaad fay aoeraditing agandaa and 
State licanaing buraaua hava focuaad on aducational inputs. For example, the 
Accraditing Commiaaion of AICS has a standard which raquiraa faculty 
praparation that is "academically and oxperientiaUy appropriate to tba subject 
matter taught Faculty members shall ba competent to teach tba subject 
matter offarad and shall hava raaaonabla latituda in tbair cboica of teaching 
methods."** Accraditing aganciaa tend to rejy on tba aubjsctira Judgmante of 
paar raviaw teams to datarmina whether a school maata thair atandarda. 

In addition to atandarda relating to tba credentials of faculty, and tba 
adequacy of instructional materials and equipment, proprietary accrediting 
agencioo may specify required areas of program content (for single focus 
groups such aa NACGAS) or require that programs ba caraAdty planned, 
appropriate to tba occupational objective, and continuously evaluated Four 
of tba accraditing bodice that serve tba proprietary sector (AICS, NACGAS, 
NHSC, and ACCET) use specific program specialists on the aits visit teams to 
evaluate program content and quality. NATTS and COEI do not uaa program 
specialists. 

State laws and regulations licanaing proprietary schools tend to focus 
mora on object! va or quantifiable standarda^minimum square feat of apaca par 
student or minimum aducational qualifications of (faculty. Co^^ant and 
anforcamant of theea atandarda variaa enormously among tba Statee. In 
California, for example, until recently, accraditad schools ware automatically 
approved without raviaw for conformity with State atandarda. Tba California 
office raaponsibla for private school regulation argued that it waa unable to 
act against schools with known poor quality programe unlaaa tba relaxant 
accrediting agency took action first In 1988, a State law waa passad 
authorising the California Studant Aid Commission to investigate schools 
suspected of offering substandard programs and giving tba Superintendent of 
Education authority to revoke a school's liosnee. 
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In Ohio, proprietary school* submit application! to tht Board of School 
end Cottage Registration. Thsy mutt include evidence that curriculum 
requirements art being met, documentation of teacher qualifications, and 
curriculum materials State staff review these documents and a consultant 
performs a site visit before a school is licensed. Critics have charged that the 
staff reeourcee are inadequate for a meaningful review of individual schools. 
The only professional staff is an executive secretary of the board and there 
are only 5 part time consultants. No school has aver bad its license revoked 
for disciplinary reasons. 19 

New York law and regulations require schools to submit extensive 
documentation and to undergo a self-evaluation. 8chools provide detailed 
descriptions of programs, instructional components, and materials. State 
agency staff review the documents and may make one or two site visits, a 
proceee that can take 6 to 13 months. Nevertheless, critics in New York have 
also charged that, despite the strict rules, poor schools clip through the cracks 
because monitoring and enforcement are insufficient Licensed schools 
reportedly continue to operate without books or equipment or in overcrowded 
classrooms. 17 

But even with adequate specification of standards for educational inputs, 
and rigorous followup and monitoring; the queetlon remains whether these are 
appropriate measures of quality. In recent years, at the elementary and 
secondary education level, attention has begun to focus on what we expect our 
students to know rather than on echool characteristics, and this focus on 
effectiveneee and program outcomes has also begun to be reflected at the 
poetsecondary level. In traditional higher education, the reform movement 
has suggested the need for aseeeement of student outcomes. In part, thoec 
proposals have been driven fay State universities searching for additional 
arguments to Justify revenue requests. 11 Vocational educa ti on is also 
increasingly looking to performance standards and student outcome, such as 
job placement rates, as measures of program quality. Both the House and 
Senate bills reauthorizing the Perkins Vocational Education Act include 
provisions for performance standards for vocational education.* COPA, itself, 
has suggested accrediting bodice need to pey mora attention to outoomee and 
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improving atandarda of quality. Attention haa thua turnad to varioua 
maaauraa of atudant eucceee, moat prominently to dropout or coaptation ratee, 
and Job plaeamant date 

DHOPOUT/COMPLETION RATES 

Ona frequently cuggected maaaurt of program quality ia dropout rataa. 
Nowcpapcr aocounta of problama in tha propria tary eector hava alleged that 
aoma achoola hava axtramaly high dropout rataa.* Aaida from anaedotaJ 
evidence, however, thara ia vary littla nationally rapraaantetiva information on 
tha currant ovarall dropout rataa in tha proprietary aaetor. Conceptually, 
thara ara a numbar of problama in viawing a ocbool'e dropout or oomplation 
rata aa an abaoluta indicator of program quality. Itrat, atudanta dropout for 
a variaty of reacone~becaueo they hava changed their mind, becauae of 
paraonal or financial problama) bacauaa they foil to maka aatiifactory progroee, 
or bacauaa of diaaattofaction with tha quality of tha program. A high dropout 
rata could oignify vary high acadamic atandarda, or problama with program 
quality, or naithar. 

Tha currant regulatory atructura doea view dropout rataa aa am 
Indicator of potential problama rathar than aa an abaoluta atandard 
of program quality and achool eligibility. Moat of tha sutfor proprietary 
accreditation oommiaaiona raquaat annual information from member achoola 
on dropouta (with tha exception! of COEI and ACCED. AIC8 ia currently 
considering apacial raquiramanta for achoola with dropout rataa above tha 
average for thair mambarahip aa a whole. Ttie currant average of 
approximately 40 percent for AIC8 achoola ia not significant^ different from 
the rataa usually attributed to traditional higher education institutions. 
Schoola with high ratee may be required to develop plana to improve retenttw 
or conduct evaluationa of current admlaaiona atandarda and procedures. State 
agenciee have generally viewed the queetion of dropout rataa aa a ooneumer 
protection ieaua. However, California^ new law on propriataiy achoola doaa 
eat a maximum dropout rate (40 percent) for echoole aeeking to obtain or 
retain State approval. 

Federal regulation do contain a numerical atandard for dropout rataa aa 
part of the adminiatrative capability criteria for certification. TIm definition 
of adminiatrative capability includee a aection that permlta tha Secretary to 
require inatitutione to take reasonable and appropriate maaauraa to alleviate* 
high dropout ratee in order to be certified for participation tn the title IV 
programa. High ia defined aa Sft-pcrccnt withdrawal or dropout rataa. 
Schoola that report higher rataa at tha time of application for certification 
muet aleo eubmit to the Secretary a plan for reducing tha rate. 
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Implementation of the plan and actual reductions la rataa have not however 
baan monitored by ED once a fcbool it certified. 11 The SS-perccnt standard 
may actually ba fairly rigorous given the comparable rataa tor degree panting 
institutions. Howavar f without data on actual rataa across acboola in tba 
propristary factor, it la difficult to datarmina what an appropriate Ural ibould 
ba. 

An alternative would ba to view dropout rataa from tba perspective of 
recruitment and admiiaiona ratbar than program quality. High dropout rataa 
could ba a useful aignal of poaaibla problaaa in raeniitmant and admissions, 
from which atudanta naad protection, Tha oooeaquencee of dropping out ara 
of particular concern tor proprietary aebool studsnte. This la dua to aamal 
factors Pint, bacauM thaaa ara specific, short-term progrmma without 
transferable cradita tor work completed, atudanta cannot dropout and than 
pick up whcra they left off later at another institution. 

Second, the demographic characteristic! of tha atudanta combined with 
the high coat of tha programs, relative to community collsgse, tor example, 
incroaeee tha negative eoneequeneee of dropping out" Becauaa proprietary 
etudenta ara mora likely to ba poor and to naad a loan to finance tba training 
they receive, tboee who dropout may be no better off, etUl unemployed or even 
on welfare. Aa a result, they may ba unable to repay any student loan. If 
they default on tha loan, they also lose aoceee to Anther Federal student aid 
This may ba leaa of a problem for middle class studsnte, who ara mora likely 
to have resources to pay off debts, or to atudanta who drop out of public 
vocational programs, with substantially leaa debt 

In a recant review and analysis of tba dropout problem in traditional 
higher education institutions, Vincent Tinto arguaa that a key factor in this 
phsnomsnon is tha mismatch between tha studsnt and tha institution. He 
smphasiiss tba need for mora attention to tha development of appropriate 
admissions criteria that will guide studsnt selection while at the earns time 
avoiding discriminatory judgments. High dropout rataa are leaa an indicator 
of problems with program quality and mora an indicator of problems in 
admissions and student choice. 19 Many potential proprietary aebool atudanta 
may ba even leea well-prepared or have tow, if any, support systems tor 
choosing schools to match their needs and career otyectivee. 

Thus, proprietary school dropout rates become an issue of helping 
students to make the right choices, and requiring acboola to have appropriate 
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edmieeione procedurae and etudent earvicea to help ctudcnta remain in aebool. 
Theec conctroa art explored in mora datail in the chaptar on atudant 
pro taction laauM. 

JOB PLACEMENT 

Conceptually, job»placement rataa maka • groat daal of aanaa at an 
otyactiva meaeure of tha quality of proprietary aebool programa." Aa with 
dropout rataa, placement rataa can alao ba viewed aa a atudant protection 
teeue, If eeboole claim to ba training for employment in a particular field, 
than they ibould ba raquirad to diedoee tbair aucoaaa in placing graduate* 
Thia uaa of placement-rate data ia di acua aa d in tha atudant protaetkm chaptar. 
A eummaiy and review of tha available information about actual rataa in 
proprietary achoola aa wall aa a diacuacion of tha problama In defining 
plaeamant will ba covered in the final report in thia eeriee, a etudy of labor 
market outcomes 

Plaeamant rataa could provide an important meaeura of tha effectivenoce 
of proprietary aebool programe. Aa a recant report by tha Naw York State 
Education Department etatae: "tha appropriate critaria for lu c c aaa in Job 
training programe are tha attainmant of Job aUlla, auccaaa on tha Job and 
employar eatiefaction rather than academic degree attained or euooeeeftil 
completion of tha program* Tha California loglolature recently paecid a Joint 
resolution urging tha Praaidant and Congraea, aa part of raautboriaation of 
tha Higher Education Act, to conaider that "eligibility for inctftuttaal 
participation in Stata and Federal financial aid programe ehould ba eontkifrat 
upon dear evidenca that etudenta are benefitting from a quality education 
that leada to a reasonable likelihood of gainful employment or certification of 
licaniura in a profeaaional field." 1 * 

Accrediting agondoe typically hava eutyoetive etandarda for placement 
fusceee rather than quantitative norma. For example, the NATTS ttandtrde 
for accreditation etata: "Evaluation of tha education program la baaad upon 
tha tuccace with which announced otyectivee are achieved • . • • Tha chief 
educational objective ia to train euitabte peraona for antranea or edvancemmt 
in one or more occupatione • . . J* Nona of tha p ro pr ie tar y Accrediting 
igendea mentions epecific placement rataa « port of their etandarda, although 
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NATTS, AICS, and NACCAS do review schools' placement ratee in the annual 
rtporting process. Pltotmtnt ratee art also definitely considered in the on- 
iiu a valuation! that taka placa prior to a school receiving initial or ranawal 
of accreditation. 

Proprietary achool accrediting agendas argua that any apadfia rata 
atandaid would ba too rigid. For example, a 60-perccnt rata night ba 
commendable In aartain drcumsta n co s-fo r atudanta who ara lew-income, high 
achool dropouts, in an araa of high unemployment, and madioera in 
others, training for an occupation with low aUtte and high demand They 
conaider placement rataa in the context of individual achool and program 
circumstance^ not ae an either/or criterion for accreditation. Other footers 
that are considered by the accrediting agendas include employer and student 
aatiafaction. Several of the accrediting groupe include eurveye of etudente and 
employers aa part of the initial accreditation p rocess. All of tba accrediting 
groupe agree, however, that acboola with veiy low ratee need to be watched, 
as such rates are a possible symptom of problems in the program. 

State statutoo and rogulatlone governing legal authorisation of 
proprietary schools have not typically included epedfle p l ace m e nt ratee as a 
criterion for determining licensure. Frequently, new schools that apply for a 
license will not have any placement experience yet California recently paeeed 
legislation that would remove achool eligibility to partidpate in aid programs 
if placement ratee in proprietary ochoole foil below 70 percent of graduates, 
while Illinois recently eat the minimum at 60 percent of the average 
placement rate for such schools* 8everal other Statce are eondderinf or have 
paseed legislation requiring the collection of Job placement rate information 
from schools. 

There Is no epedfle placement rata atandaid aa part of the current 
eligibility/certification or program requirements for partfdpatlon in title IV 
programs. Developing ouch a standard, perhape as a minimum requirement 
for eligibility, would require a standard definition of the term (which does oot 
currently exist), aa well aa collecting, verifying, and analysing achool data." 

At one time, such a standard waa in effect for veterans' ae ristan oa 
programs. Legislation paseed in 1970 (86 US.C. Sec 1678) prohibited the VA 
from approving the enrollment of eligible veterane in eouraee that bad 
vocational objtetivoc unless justification was presented showing that at least 
one-half of the persons completing the course over the preceding 3-year period 
had been employed in tba occupational category for which the course was 
designed to provide training. This requirement was a b andoned In 1960 
because of the uncertain validity and applicability of the data collected aa well 
as the administrative difficulties in compiling and analysing It A recent 
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committion etudyinf probltmi with Um VA regulatory iytt«m concluded that 
• record of job place mente would bt instructive, but did not recommend 
reestablishing tht requirement because of ths administrativa difficulties and 
expenss involved." 

Givsn these difficultiss with defining and verifying aucb rates, tht 
imposition of a minimum placamant rata aa a standard for eligibility/ 
eartification or program participation may ba unrealistic* On tba otbtr hand, 
aucb data, svsn if laaa ■trustworthy," might ba collected annually and uaad to 
trigger program rsvisws for schools with ratsa bslow a eartain IsvaL 

Pf OGRAM CHARACTERI8TIC8/COUBfiB LENGTH 

In genera], ths eligibility criteria fbr participation in Fadsral studsut aid 
programs ara applitd to institutions not to programs. Ths onjy program 
characteristic that is considered is course length. A vocational school is 
defined as a school that provides a program of posteaeondaiy education that 
is not Ism than 300 clock-hours. This is tba definition that is uaad for tb* 
OSL program. For other title IV programs, ths definition of proprietary 
schools Includes a minimum of 000 clock-hours. M 

Variflcttion of Coursa Lengths 

Recent reports from ths Inspector QeneraTs Office in the Department of 
Education rates two vsriflcatkm concerns with regard to oouras tangth for 
proprietary achool programs. Ons problsm is ths lack of verification of course 
length by ths Department during tba eligibility and certification psoa se s. 
Soma schools are allegedly deliberately (falsifying ths Isngtb of courses la order 
to quality for aid. ED claims H dose not havs enough staff to vsrify Isngtha 
for every course at avaty institution applying for eligibility. A related issus 
concsrns schools who do not follow agreed upon formulas for conversion of 
clock-hour programs to credit-hours. Some schools are allegedly inflating tba 
numbtr of credit-hours in order to qualify students for additional aid. 
Presumably! this problsm could ba dealt with through verification during 
departmental program reviews or asternal audita. 19 

Accrediting agencies do attempt to verify program length during initial 
accreditation and renewal visits, through review of attendance records, and 
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studint flltt. Howtrtr, new programs instituted between reeccreditation 
cycles may only have a paper review. 71 

Appropriate Length 

The broadtr quastion raiaad by tha Inspector General's rtport is what ia 
tfc < 'appropriate' length of otudf for a eoursaferogram of occupational training 
in any specific field. For soma occupations for which proprietary acboots 
provide trainings such aa cocmotologift, harbor, or truck driver. State 
occupational licansura or earttflcatioD requirements nay sotahUch e minimum 
amount of training. Thare ia however no generally acoapted maiimiim 
amount of training in moat Balds. Tha Inspector General's report aassntially 
charged that soma schools were padding couraaa beyond required minimums 
in order to quality tbsir students for eligibility for Federal eld. 

It aeetns clear that the minimum or could vaiy depending on 

the materials covered For example, a minimum-length couree might provide 
the basks in a field for entry level employment, but a longer course might 
provide additional training that would help in a d v an c e me nt The appropriate 
course length may also vaiy depending on the standards for admission of 
etudente. The lower the academic standards, the longer studento may need 
in order to learn the minimum skills in a field. 

Nona of the agencies in the correct regulatory structure look at 
the length of a program In relation to tte declared otjaotirae Moat 
accrediting egincy staff believe that the oo*eho review team or eipert program 
r eviewe r s would question egregious stretching. Neither the accre ditin g 
agendee nor State regulatory offioce ej^lkhly require review of ooum lengths 
for "spproprlatspsss " 

One option to deal with this problem, proposed by the 10 and otfaara, ie 
to have the Federal Government establish guideline? nd determine minimums 
in the various fields and than provide student aid ody for the minimum 
length of training. Aside from the insqufty of providing aasistanei through 
graduate school for students attsoding traditional degree p anti ng insti t uti o ns, 
but only providing aid for the minimum training to etudente attending 
proprietary scnoois» i% w no* essar warn eacaousnmg wammg program 
minimums could be accomplished without peat difficulty and oouir ovei mj « 
Even in the ftw fields where such minimums have been sstahMehod for 
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professional or occupational certification by Statee, they frequently vary 
tromondouoly from State to 8tate. n 

Anothor alternativt would bo to abolish a minimum length for eligibility 
for atudant financial aatiotance. Tba eizo of tha student aid award, whathar 
a grant or loan, could ba prorated according to program length. This aasumas 
that program pricaa (tuition) ara dirtctiy rotated to program langth. This 
assumption is clearly not trua across posteaeondaiy education institutional 
•acton, and types of training, since* student in a 9-month proprietary school 
training program is frequently charged mora than one in a 2-year community 
collage progrtm in the same field. However, it may be reasonable tor training 
programs within a eector and within fields, for example, a 6-month 
cosmetology program will cost mora than a 3-month program. The FY 1990 
reconciliation legislation, PJL 101-239, took a step in tha direction of 
establishing as Federal policy that maximum aid amounts could be tied to the 
length of a program. The legielation limited the maximum 8L8 loan amounts 
for ehort-term programs (those of a year or lees) to lower amounts than the 
maximum for ■onger programs. This alternative obviously raises broader 
questions of bow prices, i.e., tuition charges, art determined and their 
relationship to the benefit the studsnt receives from the eouroo. 

PROGRAM COSTS 

Cost issues in the proprietary school sector include the question of bow 
much tuition schools charge, tha relationship between tuition, program costs, 
and profit margins, and tha approp riaten eee of course offering* in relation to 
a labor market The iseus of the benefits of proprietaiy ecbool programs in 
particular fields in relation to their coet ralaee complex queetiooe relating to * 
Federal objectives in aiding such programs and whether students should be 
assisted to attend them. Theae questions include: is training needed in order 
to get an cntxy-ltvol Job in this field, or if not, doee training insure more 
rapid advancement? Are jobs actually available in the field? Given starting 
salaries in tha field, is the cost worth it or would the studsnt be better off 
cbooeing another field? b the length of the couree and its cost Justifiable 
given the Job market and starting salariss? 

Proprietaiy schools have argued that the market place la the beet 
determinant of answers to tbeee questions, and of the ultimata efficiency of 
tba programs they provide. Tha problem with trusting to the market to 
regulate prices is that it assumee knowledgeable student consumers who can 
weigh the likely costs and benefits, who know the market and Job potential 
of training in a particular field, and who understand their future risk If the 
program doss not load to a Job with a reasonable wage and they end up 
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defaulting on • etude nt loan. There is t waning contradiction between the 
proprietary schools view that their students an sophisticated enough to maka 
wiat choices among training programs, but than Mama tha achoob' dropout 
and default rataa on tha unsophisticated students they eerve. n 

A recent 10 raport charged that "tuition ooata charged by tha acboola 
wart not a raflaction of tha aehoola actual aoat of instruction, but merely a 
raflaetioo of tha maximum financial aid available" Similarly, a Now York 
Stata raport arguad that atudant ooata war* frequently unralatad to tha 
banaflta and that too many schools ehargad high prioae fbr training in Jobs fbr 
which thara waa Uttla or no demand Tbo report suggested that publk 
support for proprietary acboola abould be baaed on an evaluation of the 
coct/benofito of the training and focused on providing training fbr Joba which 
are in demand and particularly tboee which are important to the economy and 
or tha wall being of the public Programs must provide their studenta with 
the skills which are currently in demand in the workplace." 4 

Tha currant regulator? structure doae not attempt to addraee 
ooet/bonaflt laauaa for particular vocational training progroma* 
/^rediution agencies do not specifically look at tbeee Issues. AIC8 has 
standards related to the use of market surveys and community advieoiy boards 
to assta in school decisions to set up new programs. Tha agendas alao require 
schools to submit some Justification for establishing new programs. However, 
the accreditors focus on adequate reooureoo to eat up a new program, and jot 
on whether the echool should do oo at all, nor on bow much the tuition 
charge should be. Certainly, the amount of aid available may be a ffcetor in 
setting tuition, as is likely true for most p oo te ooon d aqr institutione. In 
general, accrediting groupe do not foal comfortable tailing their members, who 
are, after all, profit-making eonecrno, bow much they abould charge. 

Accreditors are reluctant to get into iseuee of market demand for training, 
' appropriate lengths, and reasonable tuition chargm. While accreditation ataff 
may privately agree problems exist in tbeee areas, particularity with blgb-ooei 
training pre y s a ne for low-paying service occupations ($6,000 for a eouree that 
leads to a certificate qualifying a student for a Job as an orderly In a nursing 
home, for example), they are uncomfortable questioning school owners on 
theee Issues* As accrediting egencice, their main goal la to eorvo their 
members by upholding standards. Tbsy daim that setting limits oo prices or 
ultimately profits la not their fonctkn and would arguably lead to lawsuits 
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claiming restraint of trad*. Id (antral* they argua that if students art willing 
to pay tha prica and a school's dropout and placement rata* look reaeonable, 
school* can charga whatavar tha markat will baar. Proprietary school 
aiaociationa claim that priect tor proprietary schools have gone up lose than 
thoa# for traditional higher aducation institutions. There are no independent 
data to prove or disprove this claim, tinea, until recently, tha ED surveys on 
tuition and fata hare not included propriataiy acboole. 

If accrediting agtndte by tha nature of their relationship to their member 
tchoola art not the appropriate place to look tor an examination of the coata 
of these r . jgrame, can this sort of oversight be exercised by aome other 
component In the rtgulatoiy structure? Generally, State licensing and 
registration statutes for propriataiy schools do not include requiremcnte tor 
an examination of reasonable charges or for markat analytee of courts 
offerings, even though they may include provisions for 8UW approval of 
programs or tuition charges. 

The New York State Education Department study suggested that the 
State agency pay mora attention to this ieaue. New legislation propoeed in 
Tennessee would require proprietary schools to document educational need for 
programs offered. States frequently do take responsibility for reviewing 
program offerings and deciding which universities or colleges in a State 
system will offer a program or major and approve tuition charges, but, of 
course, theae ara public institutions. Preeumabjy, States could do mors to 
insure authorized training programs Include required skills or that only new 
programs in areas of high demand ara approved 

Tha Federal Government could uaa Ha authority under title IV program 
participation agreements to require institutions to disclose the basis for their 
tuition charges. ED could alto develop standards for what could be Included 
in tuition char gee, and for acceptable profit rates for propriataiy schools. 7 * 
Arguably, however, such an approach would violate the etatutoty prohibition 
against departmental interference in institutional decisionmaking. 

Another option would be to eat acceptable or maximum rates for student 
assistance by program The pricing structure in poeteecoodaiy education has 
tome interesting parallels to the health industry and hospital reimbursements 
under Medicare. Pottaetondaiy inrttutiouhmg 
pricing for programs at the same isutitution. Variations in tuition and foes 
have boon a fonction of to institutional characteristics, not type of program 
or length. Student aid program have maximum amounts, but tha aid la 
otbsrwise directly linked to institutional coats regardless of the type of 
program* 

One possible option would be to establish maximum amounts of aid for 
different types of programs, perhaps baaed on the occupational field and tha 
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kmgth of tbs program* ED aright angags in roaaaith to astabtlsh raasonabls 
charges biMd od prevailing tuition ratee, fcr saample. Total aid amounta 
would atill vaiy tor tha same program because assistance to provided for other 
eoote of attendant* and not just tuition and tea. Thla would ba a atap in 
regulating tba relationship bstween tha prieee cbarpd and tha aid available 
but would not neoeeearU|jr dad with tha broader iaaua of bow to Judge tha 
benefits of tbt training In relationship to tha job market, A nor* extreme 
atop would ba to raatriet tha kinds of occupational training for which Fadaral 
itudtnt aid to provided. Federal support tor training in low skill aanrlea 
occupations wbars entry-level Joba pay od(jr the minimum wage, tor ssemplc, 
would ba provided through Federal Job trJning programs instead 11 
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CHAPTER 4 
INSTITUTIONAL INTEGRITY 

• The regulatory goal should be to avoid providing financial 
assistance to student* to attend Institutions that are 
chronically financially unstable, or about to cloee. 

Because situations and school financial conditions can 
change quite rapidly, annual monitoring is Important Then 
are gape In financial monitoring procedures at all three 
levels In the current structure. 

• School Heachout" agreements, State tuition reoovery funds, 
and other steps have recently been taken to deal with 
students stranded In mid-training when a school doses. 

• Despite the potential for Instability, new branches and new 
owners can continue to receive Federal title IV funds 
without interruption under current Federal regulations* 

Institutional integrity is also a regulatory iaeue of concern for the 
proprietaiy sector. Proprietary schools are private prolttmaking entities with 
a need for rspid turnaround in programs and student clientele, which may 
increase their potential for financial instability. It has also been argued that 
the profit motive may lead to greater pressures for too rapid growth, 
expansion into branch campuies and buying and selling schools* 

This chapter discusses a scries of issues concerning institutional viability 
and control. These issuss ineluds qusstions of financial stability, 
sstablishment of branch campuses, and changes in ownership or control. 
Problems in these areas can range from concerns about the basic soundness 
of ths enterprise, to financial manipulations, and fraud and abuss. In a 
number of instances, current or propoeed remediee do not involve prevention 
or detection of problems in thess areas, but protection of the student from 
their consequences. In this respect, they overlap with issuss considered in the 
next chapter, but they are discussed here because they involve a regulatory 
response to institutional problems. 

The underlying question Is whether an Institution Is financially 
and administratively sound. Ths regulatory goal la to avoid providing 
assistance for students to attend institutions that are on the edge of closing 
for any of a number of rsasons-too rapid growth, negative cash flow, 
changing markets, and declining enrollments. Even If they remain open, 
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chronic financial instability may hava • negative Impact cm Institutional 
quality, for example staff laid off, increased daaa alias, deteriorating 
aquipmant or facilities. Tha rapidity with which acbool tituaUona can change 
la probabfy graatar in tha proprietary eactor bacauaa of tha extent to which 
local economic conditicni can affect poUntial anrollmanta and placement*. 
Such schools do doss or daclara bankruptcy, and this craataa problems for 
studanta who have not completed a program and for tha Government that has 
flnanoad their attendance. 

Both tha sstablishmsnt of branch campuaaa and changes in ownership 
can hava a direct impact on institutional viability. Tha proliferation of 
branchee can be a problem bacauss tha main school may be unable to 
maintain quality control, or may be undar too graat a financial strain during 
the start-up period. Schools that sat up branchee too quickly often may not 
be able to keep tabs on admissions practices and tha quality of Instruction at 
the branchee. Branching may make it harder to control quality and ensure 
accountability. This may be especially true when branching is In unrelated 
fields or in distant locations. 

Changsa in o-nerehip may also lead to financial instability bacauaa the 
basic natura of tha institution may hava changed. A new school owner may 
hava neither tha experience or the expertise to keep a school in sound 
financial condition. It has alto bean alleged that branching and changes in 
ownerehlp can be uaed by unscrupulous acbool operators to eaaentially 
circumvent regulatory controls, avoiding liabilities and eligibility provisions.' 1 

FINANCIAL INSTABILITY AND SCHOOL CLOSURES 

There are two ways for the regulatory structure to deal with the problem 
of financial and administrate instability and tha possibility of acbool 
bankruptcies or closures: by carefol screening to pravant unstable schools 
from becoming eligible for participation in title IV programs, and by protecting 
students and the Government from the financial consequences of such evsnte. 
Tha currant regulatoiy system contains elements of both prevention and 
protection, with a number of recant suggestion for strengthening both araas. 

Accrediting agencies currently attempt to deal with these problems in a 
number of ways. All of tha accrediting bodiee raview financial Information as 
a part of tha initial accreditation process, b renewal 01 accreditation, and as 
part of an annual reporting process. Howavar, only two commissions (for 
AICS and NHS© require Indapandantly audited financial information at 
tor of these stages. Recently, AICS, NATTS, and NACCAS hava barm 
developing explicit financial Titarta against which to judge an institution's 
fiscal health through the annual reporting process. 
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Om of the difficulties of detecting struggling institution! is that 
situations und school financial conditions can change quits rapidly, so that 
annual monitoring bscomss mora important AICS, NATT8 and NACCAS 
hart all moved recently to a mora systematic review of annual rsport data on 
financial conditions. AICS, for example, raquiras schools with eartain signs 
of problems to go on quarterly reporting. Approximately 30 percent of their 
accredited schools are currently in that situation. The criteria for placing 
schools in that category are not published, but conversations with the 
accrediting rtafT indicate that reviews of the annual reports flag too rapid 
growth as wsll as declines in enrollment or revenues. 

One additions] step would be to require audited financial information on 
an annual basis Some of the accrediting groups fool that the current 
reporting requirements art sufficient and that the added expense for small 
schools would not be worth the chance of catching potential problems in a few 
more ehaky schools. The main problem is that once the accrediting agency 
detects financial difllcultiee, there is littls they can do beyond cloeer 
monitoring. If they withdraw accreditation, the achool is sure to cloee, 
possibly leaving students stranded with neither a refund nor an education. 

Another problem for accrediting agencies in monitoring schools with 
financial problems is dual accreditation. If a achool has dual accreditation and 
bslisvee it is being monitored too doeely by one agency, it may voluntarily 
withdraw, remain accredited by ti e other txxfy, and continue to be eligible for 
title IV aid." As previously discussed, one of the revised Federal criterion for 
recognition of accrediting agencies requiree them to take into account the 
action of another agency in withdrawing accreditation. However, thie doee 
not really solve this problem. One recommendation that has been suggested 
is to require schools with dual accreditation to designate one for the purposes 
of Federal eligibility eo that they eould not withdraw from one accrediting 
group and remain eligible fin Federal program participation because of 
another accreditation but would have to reapply for eligibility. 

The proprietary achool accrediting groups havs also tried in various wipe 
to deal with the conesqueneee when schools declare bankruptcy or close and 
leave etudenta stranded. Because of the way the bankruptcy statutss work, 
filing for bankruptcy i* eomo U mc e used by a achool ai a way to protect Ha 
asssts and continue the flow of Federal funds. According to accrediting 
commission staff, courts in several easss have ruled that accreditation and 
even Federal certification for participation in title IV programs are property 
rights of ths institution and cannot bs withdrawn once a achool dedans 
bankruptcy. Ths result is that problem schools may continue to raoeive 
Federal funds, with a resulting discrepancy between available assets and 
Federal liabilities when they cloee. In addition, mora student* are ultimately 
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left with an incompleU education. Dealing with thia problem would 
presumably require tome change in the bankruptcy lawa to apeciflcally exempt 
accreditation and eligibility from being considered property righta. 

Accrediting agenciee have taken aome etope to help echoole in danger of 
cloeing find other institutions willing to absorb the etudenta and roplote 
their training. Thia practice ie usually referred to aa a teech-out The 
occrediting groups vary in the extent to which they get involved in ouch 
arrangements. Nona of ths accrediting commissions belisve they have 
sufflcisnt financisl resources to aasums reeponsibility thsmaslvea tor teach- 
outa or student refunds when schools closs. Some also argus (bat this is 
really a consumer protection issus that should be dealt with by States or the 
Fedsral Government and that it to too expensive to require other schools to 
taks unpaying atudents. In geogrsphiesl areaa with few schools, it also may 
be virtually impossible to find another school providing training intliesame 
field to taks ths student*. The eccrsditing commissions of ths NHSC and 
A1CS, on ths other hand, havs tried in different waya to get schools U> moke 
arrangements in advance as insurance in case of financial difficulties. The 
NHSC commission requires a corporate agreement for taacb-outa aa a 
condition of accreditation, whils the AICS agency has a nsw policy that 
requires schools on financial reporting to dsvslop a plan for teacn-outa and 
refunds in ths svsnt of closure which ths AICS accreditation agency would 
review and approve.' 0 

State agencies also are likely to review financial data or at least to 
require the provieiou of euch information at the time of licensing a school. 
However, as is the case with ths accrediting agenciee, there is wide variation 
in the amount of financial information required and the extant to which any 
periodic monitoring takes piece. In addition, most States do meke some 
provision for recovery of lost funds if schools close before s^denU complete 
their programs. Texas provides an example of the typee of provisions that 
havs been in effect in moot States for a number of years. SchooU apply for 
a certificate of epproval and must dsmonstrate •financial aoundneeeend poet 
a $26,000 bond. Change of ownership requires a new application, certificatee 
are renewable ennually, and schools must fits annual, independently audited 
financial statements. Nsw York, aa enother example, require, prnofor 
financial solvency, a net worth of at least 120,000, and a *g 
of $20,000 for initial licensure. Recent proposals in New York je^d also 
require annual renewals end the annual submission of certified financial 
statements. New Jersey he. recently moved to require criming background 
checke on ownere and haa increased ths amount of bonding for proprietary 
schools. 



>0 Th» ED reoeotly withdrew a proposed new rule that would have required eehoole to he»e 
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Enforcement and monitoring of Umm requirements and revisw of Um 
financial condition* of schools puts ■ large burden on Um staff and resource* 
in many Stetec. In addition, tlx bonding approach to protecting atudanta 
from eebool closures ha* frequently proved inadequate bscauae the amount* 
have not batn sufficient to cow refund* duo atudanta and tba Govammant 
whan aeboola eloaa. A numbar of State* bar* therefore moved to an 
alternative tuition recovery Aind approach. Among tbaaa Stetea ara 
California, Georgia, Maryland, Taut, and Connecticut. Naw York and Naw 
Jsreey ara alao eonaidaring moving to eueh a plan. Tba Connaetieut plan, 
which ia fairly typical, raquiraa aaeb acbool licanaad by tba State's Private 
Occupational School* Diviaion to pay ona-half of ona pareant of net tuition 
income to tba Student Protection Fund for student teach-out or tuition 
refund*. Interact from tba fund goes into a aeholarahip or grant fund for 
atudanta enrolled in occupational program*. Such plana seem acceptable to 
the major proprietary school association* and ara being eoneidered in a 
numbar of States. However, the problem* of school bankruptciee or closures 
will remain in a number of Statec without such plana. 

The Federal Government's eligibility and certification raquiremanta and 
audit procedures contain a number of provirions designed to detect financial 
problem* and to recover funds owed atudsnta and tba government If aeboola 
close. In order to be certified for participation in student financial eaeletenee 
programs, aeboola muat eubmit financial information prepared by a licanaad 
certified public accountant 11 However, ED regulation* do not hold aeboola to 
the stricter itandard of *ubmitting certified financial etetementa. School* with 
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Tin audit report* prepared by independent public accountants Out 
participating schools must undergo blsnnialljr art for the purpoM or reviewing 
the administration ofttudtnt aid programa and not assessing fha overall fiscal 
haalth of tho institution. In addition, ED hat not bad any procedure in place 
to ehaek on tha raceipt of audita, In 1987, ovar 2,000 aeboola had overdue 
audita, of which 48 parcont wara propriotary schools. 

To help studente in aituationa whara achoola cloaa in mid-program, 
leaving thtm raaponaiblo for repayment of a itudant loan, ED recently issued 
a policy guidanca to guaranty agandM. Agenciee WMX eeaaa to ™ 
to collect, i.a, write-ofT, that portion of tha loan that repreeenta tha portion 
of tba program tha student waa unable to complete." 

A racant report by tha Departmsnt's Inspector Oanaral 00) charged that 
the ED's current certification procedures are not adequate to protect the 
Government or tha students' financial interests." Tha report implies that 
ED's perspective seems to be mora one of how to insure that every school is 
certified regardless of the requirements rather than on restricting certification. 
Tha IG report proposed requiring certified financial statements prepared by 
independent auditors, and lottsrs of credit for mora achoola and for Urgor 
amounts of money in order to more adequately cover potential Government 
lossaa. Preeumebly, more achoola would also bo denied certification. 

Other proposed options to strengthen the Federal role in financial review 
and monitoring include a l-yaar provisional eligibility and certification statos, 
with complete nappUcation before final certification, to catch financial 
problems with mw schools. Another option would either require all school, 
to submit annual financial reports that tha Department eoulduseto monitor 
thsir fiaeal health, or require some larger percentage of otherw^ cwtuveo 
achoola to submit annual reports. The selection of achoola could be baaed on 
tha degree of dependence on Federal aid, or their default rata. 

Using a school's dependence on Federal aid, bowavar measured, ee an 
indicator of financial soundness, or aa a trigger for increased nionitoring, or 
even setting a maximum dependence on Federal funds aa a criterion ror 
eligibility is not a new idea. Under veterans' aasistanoa programs, "vsttrens 
and other eliglbtoe may not be enrolled in any oouraa in which nwattanBC 
p^t of the enroUe« have sll or part of their tuition, fees or other charpe 
paid to or for them by the VA or the institution itself.' A racant commission 



»U 8 D n-rt a»«t<rfBdu8etiott. Oxipromtt* and WHtt-Off Pnetdum, 9WJ-W9, Mqr 

ISM. 



*%t tuim Nomd; ebo, Final Audit KtpoH No. ACHtl-tOM. 



425 



CRS-47 



rt viewing the** program! felt the proviiioa bad been effective in pravanting 
abuM and should ba retained." 

Aaida from discouraging acboola wboaa tola purpoaa la to abuse atudant 
aid program*, aatabliihing an "8W6" rula or something similar for 
participation in title IV program* might set aa a priaa control. It would 
•rguabiy restore soma of tba market incentive for acboola to cbarga only aa 
much aa student*, at laatt 16 paroant of them, ara willing to pay out of their 
own pocket*. On tba other band, such a rula could laad to limita on aecaaa 
for needy student*, if acboola ware foretd to turn away applicant* in order to 
maintain their quota of nonaidad student*. Tbara ara no independent data 
on the average percent of aided students per acbool, but overall, approximately 
80 percant of proprietary acbool student* recaiva atudant financial assistance." 

Tba new default regulations adopted by ED to deal with acboola with 
high default ratea under tba G8L program include a provision for increased 
monitoring. Tba naw regulations require guaranty agencies to do biennial 
program reviews of acboola with default ratea over 20 parcent unleae tba 
school i* operating under an agraad upon defsult raduction plan. 

BRANCHING/CHANGES IN OWNERSHIP 

All of the accrediting agenda* have taken stops to deal with tba 
proliferation of branches in tba 1980e and resulting institutional instability, 
a* wall as soma publicised in*tancas of problem* with change* of ownership. 
Theecetep*, varying in their eevarity, make branching mora difficult and allow 
the agtndee to review change* in ownsrship mora cloaely. Ilia stricter 
provision* include reetrietione on the number of tranche* per main eampue 
that can ba eatabliabad within aay 1 year, prov ie ional accreditation for 
branchee, or schools with new owners, with Ml reviews within a year, or 
withdrawal of accreditation and a new application for acboola with naw 
owners. At lea*t two accrediting bodle* however, AOCET and BAOB/OOQ 
continue to accredit naw branches and/or naw owners without mandatoty aha 
visit*. 

State* *i*o vaiy widely in the extent to which they automatically include 
branchee in an institution'* Ifeenee or require aaparato reviews and apyoval* 
for branch** or for change* fa) ownership. Out of 8tata acboola that *e4abU*h 
branchee within a State also oootinu* to ba a major probUm for State 
regulation. This ie bacauaa branchee ara cohered fay licensure of the main 
campue in another State that may have Ice* rigorou* standard*. 
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Federal title IV regulations alto include a number of provisions related 
to branching and change* in ownership." Inititutional eligibility epplioe to 
tba main campus and any branch locations in existence at tha tima of 
application. IT a school opens a new branch aftar baeoming aligiUa for 
participation in title IV programs, it must notify tha Secretary within 10 days 
and must apply to establish eligibility for the new location. If tha State and 
accrediting agency have approved tha new branch, ED will automatically 
extend eligibility to the new location of the main institution. Tba 2-year 
requirement Is not applied to branches Certification, based on financial and 
administrative capability, is only required for the main institution, not its 
branches. In effect, ED dafera to accrediting agenciea and tha 8Utee 
In ita treatment of new branches. 

A change in ownership resulting in a change in control also does not 
nccccsarily require a school to reapply for eligibility and certification, which 
would entail interrupting the flow of Federal fonde to students for 2 years. 
If the new owners agree to be liable for any improper use of Federal fondeby 
previous owners and submit financial records among other requirements, ED, 
after review, will continue the eligibility and certification of the school 
without interruption. New owners that have previously been convicted of the 
misuse of Federal fends must submit application ee a new institution. 

Tha Inspector General has recently proposed more restrictive new rules 
for branching and new owners. The 10 suggests that ell new branches or 
schools that change owners be required to be in operation for 2 years before 
becoming eligible to participate in tide IV program* He arguee that this is 
in keeping with congressional intent in establishing the 2-year rule for 
institutional eligibility, and that ED has in effect improperly waived the 
requirement for branches and changes in ownership. Requiring 2 years of 
operation is intended to remove the financial incentives for too rapid 
expansion through branching or buying up existing schools." One accrediting 
agency, AICS, currently has a similar nils in effect for branches 

One final recommendation, which has been mentioned in evety report on 
the regulatory, structure since the late WMs, to the improvement* 
infonnation-eharing and coordination among the components of the triad: 
accrediting agencies, States and ths Federal Government The foct thatU to 
mentioned but never accomplished suggests there my be some m^o r barriere 
to increased communications. Ons problem to that due process wq™*™» 
designsd to protect schools until reviews and appeals have been exhausted 
often mean that advance warnings of problems era not co mmunicat e d among 
members of the various arms of the triad. Although accrediting agendas 
regularly ask other regulators for information about schools applying for 
initial accreditation or reaccreditation, there are no established procedures to 
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exchange information at other times. Tba Fadaral Government does not 
request information from other altmanta of tbt triad prior to making 
eligibility and certification determinations and apparently even hat problems 
in exchanging information between the program review and the eligibility and 
certification unite within ED." In addition, there are no procedures in place 
for the ED to share program review information with accreditors or States. 
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CHAPTERS 
STUDENT PROTECTION 

• Questionable recruitment tactics become a particularly 
serious problem when combined with misuse of admissions 
standards. Admissions standards muit bo designed to 
legitimately ecreen out tboee unlikely to sacsesd without 
dlecrlminatlng against the very etudente most in need of a 
chance* 

• The ability of accrediting agenciee, and 8tatee and Federal 
regulations to protect against abuses in recruitment and 
admissions is limited. 

• Various consumer disclosure requirements incorporated in 
the regulatory structure may be unlikely to have a sudor 
Impact on abuses In recruitment* 

• Revisions in the student aid payment schedule and stricter 
refund policy requirements may provide incentives for 
schools to retain students. 

Conmmsr protection is an important Usui for proprietary schools because 
of the nature of tbs schools. In proprietary school*, the avowed purpose is 
to prepare students for specific occupations. In order to svalusts a p r ogram 
as a mesne to a particular Job, students need to know the prospect* for 
completing the course, end for fitting work to tbs area for which they are 
trained. In addition, because of the unitary nature of the proprietary school 
programs-a single courts of stucjy thst leads to a certificate In i amount of 
time, instead of the traditional ssriee of eoursss with separate credit for 
each-end, because of the lack of transferability of credits, selecting the wrong 
program and dropping out may have much more carious consequences for the 
student consumer whose Investment could be totally lost 

Tbs regulatory issues grouped under the beading of student protection 
focus primarily on problsm* in tbs recruitment and admissions praesco*. 
Because the current student-aid system provides schools with incentives for 
enrollment and gives students the choice of schools, there ie the potential for 
abuse in these areas. According to the New York State Department of 
Education, The primary reason for the continued abuses lies in the structure 
of the financial aid system which rewards enrollment in program rather than 
completion. Combined with the general characteristics of student* attending 
nondegree vocational institutions, this creates a sst of incentives to enroll as 
many students ss possible, rather than efforts to assist students to achieve 
vocational skills.* 1 
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Problems in recruitment and admi*. .1$ at proprietary echoole range from 
honeet dilemmas about the balance between access and admissions standards 
to questionable practices and outright abuses. There has been a history of 
charges, beginning in the 1970s with the FTC hearing record and continuing 
with journalistic invsstigations today, 19 of schools engaging In fraudulent 
advertising and using high-pressure commiesioned recruiters to attract 
students, admitting unqualified students who then dropout, and failing to 
provide equitable refund*. 

Questionable recruitment tactics may in themsslvee be potential violations 
of ethical standards for business practice and of some State consumer 
protection rules. They become a particularly serious problem for 
poetseeondary education and etudent aid when these activities are combined 
with a lack of or mituee of admissions standards. The admissions problem 
has generally been framed ss a problem of the admission of students without 
a high school degree who do not in fact have the "ability to benefit" from the 
education or training provided. Department of Education studsntaid 
regulations define an "ability to benefit" etudent as one who is admitted to a 
poetseeondary institution without a high school degree or equivalent and 
receivee etudent aid because thqy fall into fiat of the following categories: the 
student passee an admiisions test, ficthey enroll in and complete a remedial 
program not to exceed 1 year, qi they receive a high echool equivalency 
certificate before the end of the program or the first year. There have been 
charges of outright abuses in this area including the uss of inappropriate 
tests, no testing, alteration of test scores, or falsification of high school 
graduation. 11 

There is a broader issue, however, than abuse in "ability to benefit" (ATB) 
determinations and that is how to decide who will have access to 
poetseeondary educational opportunities. The ATB provisions were originally 
adopted to accommodate open enrollment policies in public institutions that 
gave students who had not been successful in secondary school a chance to try 
for education and training that would lead to employment and success in lifs. 
However, even high echool graduate* may not benefit if the match between 
their needs and the echool is not correct Many argue that high dropout 
rates at traditional higher education institutions that do not accept ATB 
etudente are a consequence of studsnts sslscting tbs wrong schools. 11 In 
addition, even high echool graduates may not have the ability to benefit from 
a program. At soms proprietary echoole, high *hool graduates may not do 
any better than ATB studsnts on ths admissions tests the schools administer, 
according to accrediting agency staff. Finally, it may be difficult to find 
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ippropriatt teete that actually meaeure the ability to benefit from the 
education and training provided. 8chooIe and, Indirectly, Ftdml policy* 
makara face a dilemma la daatgalag adialeefone etaodanle that will 
legitimately ecreen out tboaa unlikely to euooeed without 
dlacrlmlnatlng againet tho very atodenta who moat need a chanco. 

Eliminating admieeione atandarda la not an anawtr baeauaa tba 
coneequencee of failure are ao aarioua for the atudtnt Thia la particularly 
true for higtwiek atudente receiving bene to attend proprietary acboola. 8ueb 
etudante who do not complete a program receive no partial credit for 
completed work, and are eaddled with high debt, or default on loana making 
them ineligible for farther aaaietance. 

The regulatory etructure attempta to deal with tbeee problema in three 
waye: 1) review and approval mechanfama for recruitment and admiaaiona 
practicae; 2) aaaiatance to atudente in making choicee and ataying in ochool, 
auch aa diacloaure and aupport aervicee; and, 3) eflbrta to change the incentive 
etructure to focua on eueceee and retention! not recruitment and enrollment, 
auch aa reftind poHdee. The following eectioni look at the current regulationa 
in theeo areaa and propoaala for changaa. 

REVIEW AND APPROVAL 

All of the accrediting groupa for proprietary acboola have atandarda 
related to advertiaing and aalee/recruitment All review advertiaing materiala 
aa part of the accreditation p roc ee e and prohibit mialeading atatementa about 
atudent aid and employment opportunities Rulea on the uae of third-party 
recruitara vary from gcowal atandarda that urge acboola to uae eare in the 
eclectic* and uae of roetuitere to more atringant atandarda that epedftcalty 
prohibit aurveying or eanvaeeing * < f - - Mk placeo, reforrale by employment 
egenciee, or tetting and admiaaiona iaiona by anyone other than eeJaried 
employaee who do not receive tommiaaiona baaed on enrollment 

The perennial problem that accrediting agendce face la enforcement of 
the atandarda in the interval between initial accreditation and reaccreditation, 
aa they onjy lean of abueee through complainta from atudente or other 
acboola. Raoauaa they are not etaffed, Mr phOoaophloaOy prepared, 
to do on-dta monitoring, their ability to p rote ct againet ahuaaa la 
theeo areaa la ttmHcxL The accrediting groupa alao vary In the extent to 
which they feel that an outright ban on eommieeioaod recruitera la aeceaaary. 
Moat argue that ecparatlng recruitment and a^^qds «talf ia ouffident In 
part, thia may be due to a reluctance to deprive their membere of what 
appeare to be a cuccceeftd and profitable recruitment technique. 

A number of Statee, but by no meana all, have proviaiona requiring 
liccnalng or approval of eoouaiariooed recruitera or aalaa agent* Coneumer 
protection etatutae may alao prohibit mialeading advertiaing. In New York, 
for example, eommiaaioned recruitera mua- Tie eertifled with the State and 
acboola muet pay eurcty booda of $1,000 for each recruiter. Unfortunately, 
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only Hint field staff ara responsible for monitoring tha artivitiee of at least 
2,600 recruiters. Othtr States may require a cooling-off pariod after student* 
sign an enrollment contract or prohibit •pacific racruitmant techniques 

At tba Ftdaral leval, ganaral provision* exist that giva tba Secretary tba 
powar to dany participation in Fadaral financial aid programa to any 
inatitution that miarapraaanta the natura of ita educational program, ita 
flnanca chargM or tha amployability of ita graduataa. In addition, currant law 
prohibit! tha uaa of aommiaaionad aalaaman to promota tha availability of 
guarantaad atudant loane." Nevertheless, information on salsa, advertising 
and racruitmant practicaa ara generally not available whan tha Department's 
initial daciaion on eligibility and cartification takaa placa, ao that tha Fadaral 
Govarnmant la only likely to uncovar problem* in tbaaa arau through 
complainta or during program review*. In racant yaara tha Department baa 
bean criticised for cutback* on program raviawa: school* may go for long 
period* without any Fadaral oversight in thie area. 

Aa part of ita default reduction initiative, ED ha* now announced ita 
intention to intanaiiy ita program review effort*, and baa al*o propoaad 
legislation that would prohibit achoola from employing anyone except salaried 
employee* or volunteers from recruiting and or admitting student* and 
prohibit tha usa of financial incentive* baaed on enrollment or student aid 
volume for persona involved in recruiting or admission* sfforte." 

With respect to admissions etandarde and particularly tha admission of 
ATB students, tha accrediting agency standard* tand to reflect current Fadaral 
regulation* that raquir* admissions tasting; counseling and rtmsdlation, or a 
high school equivalency program. Tha revisad Federal criteria for racognition 
of accraditing agenda* puUiabad in 1988 added that tba Secretary would 
consider whether the agency bad documentad accreditation criteria raprding 
the admission* teste used for ATB etudenta, and other matbods institution* 
used, including preadmissions tasting or evaluations, to determine ability to 
benefit 

Accrediting agencies have generally bean struggling with the problem of 
what rulee to establish for schools in the uaa of testa and cutoff scores. All 
of tha accraditing groups have been engagsd in an ongoing effort to balp 
member achoola by recommending appropriate taste, followup studiss by 
achoola to aae if the cutoff scores in use ara appropriate and rulee requiring 
schools to establish and apply admissions standards. 

Many accraditing agency and school staff ara willing to admit informally 
that currant admission* testa and cutoff scores ara fairly arbitrary and 
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frequently art not my good prtdictort of the Uktlihood of eueecco in tbi 
program. Several of the accrediting group hart recently begun working with 
an Amtrican Council on Education tack fbrxe to ttudy and evaluate available 
taata and cut-off acorn. Ona problem tbajr will hart to confront ia that moat 
etandardiaed tatting baa been aecueod of discriminating againat tba wy 
etudente moat UMy to ba enrolling in proprietary achooli. 

Moat Statee in tha paat haw not had apadflc reguiatione dealing with 
admietiont atandarda or taating. At laaai two art eurrcottv coneidering 
legislative changaa in this art*. New York currantjv raoommenda, but doaa 
not require, achoob to uaa certain taata for ATB atudanta and la currently 
considering a cbanga that would raquira achoob to uaa mandatad taata and 
maintain a contract with a apadflc i ndapandt n t taating agency to adminitUr 
tha taata. A raotnt Florida report recommended that tha State raquira 
proprietary achoola to uat certain eporiflod back akilb taata prior to admietion 
and that atudanta ba required to matter the akilb prior to graduation. 
Florida currently raquirea back akilb taating for public vocational achoob in 
the State.* 

At the Federal level, at part of the default reduction initiative, ED hat 
propoecd legbUUon to modify tha ability to benefit provieiou. The propoeal 
would require ATB etudente to paat a teat to maaaure their abilitiee that b 
both formulated and edainiotored by an independent third parly, aa approved 
by the Secretary. The Tnepodor Goncral'e Office hat abo reeoasmended that 
atudanta failing the teat be referred to remedial inttruction and required to 
take a different teat upon completion before being admitted. Aa part of the 
recent reconciliation bgblatioo, tf h ftftb participating in the guaranteed 
atudent loan proayama and admitting ATB atudanta muet make evaOabb a 
proven, effective program to help thaaa atudanta obtain high aehool 
equivalency. Nooa of thaaa propoeala, however, deal wtth tba broader 
difflcuWee of cWvbtng admbofcem taata that ecraen applicants 
without dlacrimlnatlon, ragardlaaa of whether tbay bava oomplatod 
high achooL 

DISCLOSURES AND SUPPORT SERVICES 

Anoth er approach to the problem of inappropriate recruitment and 
admleeioue ia to atteaopt to help etudente aeaka better and store iu^bi^oiod 
choice* Thua, variono eonaumer information dbclooure ptovbiona bava been 
Incorporated in tha regulatory structure. Accrediting agenabe have feoueod 
on insuring that etudente are provided with accurate and complete 
information on in s tituti onal policies and char gee (enrotfaaent, attendance, 
gradja, reftmdt) and on tha school's accr edit ed statue, Where pla c ement and 
employment claims are vtvd In advertising, tba accred iting agencba abo 
require achoob to have availabb information on actual placement rates. 
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To to dm extent, the public hai perceived accredited status itself m 
sufllcisnt consumer information. Certainly, in Iht proprietary sector, there ia 
at least t choict between accredited and nonaccredited schools, unlike 
traditional higher education where accreditation statue ia practically universal. 
However, it is unclear exactly what that status means for consumer 
protection. 

Aa Gordon Daviee argues in a recent article, one might a s s ess 
accreditation in terms of three analogies: the Better Business Bureau, the 
Underwriters Laboratories, and Standard and Poor's. Among other things, the 
Better Business Bureau serves as a reference about companice and their 
reliability, and provides information about complaints; Underwriters 
Laboratories approves a product or not and provides the information on a 
product label, while Standard and Poor's rates the risk of purchasing certain 
investment issuss. Currently, accreditation probably most closely resembles 
the Underwriters Laboratories, in that it provides a label which t*$tifU$ to 
minimum •tandardi. Unfortunately, the consumsr infonnation that students 
nesd to make an informed choice is probably a lot more like Standard and 
Poor's, which is not something that accreditation agencies can provide. 91 

States have sometimes had pro visions that required schools to make 
availabls to prospective student* certain information with which they could 
make informed comparisons themselves, such aa dropout ratee, placement 
rates, and the starting aalsriee or graduatee. California and Illinois have 
recently adopted such a requirement Minnesota baa a requirement that 
vocational schoole that claim to help place students muet give the State 
placement data and also give a summary to every student who enrolls. 
However, the data are not verified or reviewed by the 8tate. M 

To avoid problems with State monitoring of school diedoeure 
requirements, a new approach ia being tried in some States. To uss the above 
analogy, the State agency assume* ths role of a Standard and Poor'e rating 
service for schools. Ths idsa is that States should help students make 
postaecondary enrollment choices by collecting comparative data on programs, 
costs, graduation rates, placemsnt, and earnings and distributing it through 
high school guidance counselors, welfare agendas), and career centers. Texas 
recently passed legUlstion that requires the State education agency to collect 
such information and would require proprietary schools to provide the 
information to prospective studsnta. Arisona had a similar program. After 
a newspaper expose or low salaries for proprietary school graduatee! the State 
instituted a nsw program that collected and published data on placement ratee 
and starting salaries by school. The first yeer'e data ahowed student reeulte 
for many schoole were poor, and, perhaps as a consequence, Ainding for 
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continuation of the project was dropped by the Statt legislature. Florida haa 
alto been considering a proposal to iacluds proprietary schools in tbt Florida 
Education and Training Placement Information program that already oparataa 
for public vocational schools In the 8tata. b anothsr variation, Now York has 
bssn considsring proposals to require studsnts to go to independent 
as ssss m s n t and eouneoling services before snrolhnsnt in propristaiy school 
programs. 119 

At tbs Fadsrsl level, sons student disdosurs requirements hava bssn in 
place sirtes 1979 undsrHEA. Tbeec require schools to provide informs tkm on 
financial aid and various institutional polldss and charges to snroMsss and 
prospective students, upon request In addition, institutions that advertise Job 
placsmsnt ratss must maks available data on employment and graduation 
statistics.* 1 Past sRbrte to appfy graduation and plaosmsnt rata disclosure 
rsquirsmsnts to traditional hlfbor education institutions hava bssn vigorously 
opposed by ths higher aducatioo establishment Most reocntty, efforts to 
require disdosurs of graduation rates of athletes at eoUsges and universities 
with athletic scholarship programs have bssn opposed by the American 
Council on Education and the National Collegiate Athlstk Association, 
claiming that "graduation ratss can be misleading because studsnts mm; not 
graduats for a variety ofreosons, from a money sbortags to a school transfer.* 
Nevertheless, such a requirement recency passed the Senate in 8. MO and the 
House in Hit 1454, 

As part of ths dsfruh reduction initiative, the ED recently publisbsd 
regulations requiring all vocational schools, rsprdless of dsfruk rata, to 
sompils and discloss consumer Information, tndudtag program soniplsUuu and 
Job placement data to aP prospective studsnts, Sines maty aommunfty and 
Junior eoUsges eAr neod e gse vocational programs, they an required to 
comply with this regulation and have been particularly vocal to tbsir 
complaints sbout it 1 " Vocational schools must also provide this inftrmjktion 
to tbs ED, whkh haa announced that R intends to compile and itisssmlnsfs 
ths information. ED also intends to further publicise the currently existing 
toll free consumer "hotline" for students receiving Federal aid. Ons Atrther 
step that could be taken by the Federal Government would be for the ED to 
provide assistance to States to develop publications providing this consumer 
information and diassmtneting It to prospective propristaiy aebool studsnts. 

Hie real problem with this consumer protection approach Is that it 
assumes a particular kind of st u dent eonsumsr. The model appears to be 
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middl**liM parente who review college catalogs in the Mint way they read 
consumer reviews before making • mqjor domestic purchase. This, however, 
may baar faint resemblance to a proprietary school anrollaa or potential 
enrolleo, who may ba an unemployed high achool dropout, who may miatruat 
information dieaaminatad by public agenciee, and nny ba unlikely to read the 
many piecee of information given him or her by the achool at the time of 
enrollment Thus, while the information arguably should ba made available 
for the student consumer who is sophisticated enough to use it, audi 
disclosure requiremente art unlikely to have m major Impact on tha 
problems of Inappropriata recruitment and admissions* 

An alternative that still focuses on the student is to put more emphasis 
on support services to keep etudenta in the programs they eeleet Moat 
accrediting agenciee expect schools to have attendance programs, such aa 
calling etudenta after a particular number of absences or having students sign 
attendance agreements This is, in part, because of the need for strict 
observance of attendance standards to continue to qualify etudenta for federal 
assistance. However, none of the accrediting agencies require schools to have 
more extensive etudent support services, such aa counseling, or assistance with 
social services, or provision of day care* Relatively few proprietary schools 
provide these support services. 101 

Proprietary achool representatives are willing to admit that problems such 
as the lack of day cart are often a contributing factor to student dropouta. 
This is also true for students in traditional higher education institutions, 
soma of which have become concerned about tha need for mora active 
retention efforts. In the proprietary sector, such programs are teee likely to 
ba initiated unless there is soma financial incentive to do so. Currently, 
relatively few resourcee are available from the schools, State agenciee, or the 
Federal Government to provide services to disadvantaged poetaecondaiy 
students. 1 " 

REFUND POLICIES 

The final approach to improving recruitment and edmiesions is to change 
the incentive structure. Schools may need an incentive to retain, graduate, 
and place students, not Just to enroll more and more. Aa the New York State 
education department report arguee, the problem may lie in the fact that 
current etudent aid policies are structured so that tha "profit is not in having 



m PnpHttary School*. 

IM The Higher Education Act does authorise several smell program to provide special 
services to diaedvanUgtd etudenta to Improve tholr seem end suobooj in pootoooondoiy 
education, U„ the acnsallad TRIO program authorised by title IV. 
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successful atudanta but to enrolling aa many atudanta aa poceiblo Irrespective 
of whether the students are able to do wall in tba program ? m 

Aaida from totally changing tha natura of atudant financial assistance, 
suggestions to cbanga tba Incentive atructura usually focua on revision* in tha 
paymsnt achadula for atudant aid and on refund policies. Currant Padaral aid 
disbursement provisions raquira multipla diaburaamanta for atudanta in iongtr 
program! (over 6 month*). Aa part of tha aflbrta to curb default ooste, Pi. 
101-239, tba Studant Loan RoeonriUatton Amendments, raquira multipla 
diiburaamant of Stafford and 8L8 loans, with tba aaeond payment not to ba 
mada bafora tha halfway point of tha loan period, aa wail aa a 80-&gr deley 
in SUB loan diiburaamant f r first-year atudanta. ED baa alao proposed that 
diiburaamant of all loana to first time borrowars ba delayed for 80 days. 
Thaaa provisions art all daaignad to provida an incentive for acbools to hasp 
atudanta enrolled in ordar to receive tba aid fonde and appear to ba baaad on 
tha assumption that dropouts occur moat frequently in tba aariy part of tbaaa 
programs. In feet, thara is no ganaral information on whan moat dropouts 
occur. Soma proprietary associations claim dropoute occur ffclrfr uniformly 
throughout tha length of tba programs. 

A mora extensive regulatory cbanga along thaaa linee would be to require 
monthly disbursement of aid fonda or perhape to have prorated disbursements 
with the final payment only after succeeefol completion of the program. Since 
aid is used for subsistence aa wall as tuition and fees, such a change would 
raquira separation of aid payments into tuition portions and those that 
atudanta receive to assist in other costs of attendance such as transportation 
and living expenses. 

Aa an inducement to schools to keep students in school, a prorata rafond 
requirement has also been euggeeted. Currant Federal regulation rely on 
accrediting bodice to determine and enforce fair and equitable rafond 
policies. 1 * Although there are aome variations in the calculations, all of the 
proprietary school accrediting agencies have standards for refonde that require 
aome, though not absolute, proration up to 60 percent of the program. This 
includes some minimum period, most commonly the first week, when the 
entire tuition la refunded. 

Statce that have standards in this area usually follow tba accrediting 
agency rules. The idea of prorata rafonds aa a device for Improving student 
retention and diaoouraging inappropriate recruitment and admissions la not 
a new one. It was first proposed in the FTC rule in the lata 1970s. 
Traditional higher education institutions do not follow prorata refond 
procedures and have strongly opposed ita imposition. Proprietary schools have 
therefore argued that it is inequitable to appSy such a standard only to their 
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sector. Generally, poetsecondary schools argue that they have Hart up and 
fixed cost* that do not vary baaed on the number of students in aqy 
particular class and that would not be recovered if a strict prorata policy ware 
required. Proprietary schools have also argusd that current policies alrsady 
provide incentives for retention since students drop out at all points in a 
program and not just at the beginning or the end. 

The Department of Education's new default regulations effectively require 
schools with default rates over 20 percent to adopt a prorata refund policy for 
guaranteed student loans only. In addition, ED is proposing additional 
legislation that would require schools with default rates over 80 percent to 
apply thus prorata refund provisions to all typss of title IV aid for studsnts 
who withdraw in ths first half of the prog"Mn* This would not be a nutfor 
change from current school policies as required by accrediting agency 
standards. Experience with the impact of thsse new default regulations may 
help determine whether prorata refund provisions, applied, perhaps, to all 
institutions with high diopout rates, would have a beneficial impact on 
recruitment and admissions practices. 
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CHAPTER 6 
CONCLUSIONS 

Givtn those efforts and options, if the currant rtgulttory itructurt 
adequate? First, we mint recognize that no regulatory etnsoture can 
prevent all fraud and abuse. That la no mora likary for student aid 
programs than it ia for advertising. At moat, the regulatory structure can 
increase the likelihood fraud and abuse will be detected and perhaps reduce 
the ineontlvoo to abuse the system. 

Second, to accomplish Padaral policy objective* requires Fadoral 
regulation. Thinking of the regulatory structure aa a triad may be 
misleading and inhibit the Federal Government from taking needed actions. 
While accrediting bodiee and State agendas exist and do impoee requirements 
on proprietary schools, they do ao for their own purposes and not to protect 
the Federal investment in this sector. They also do so inconsistency and not 
uniformly acroaa different typee of schools and in different States. If the 
Federal Government ia concerned about standards in the proprietary achool 
sector, and about insuring that student aid goee to provide aeeeee to a quality 
education and training program, U may have to establish ita own standards. 
To substantially enhance the Federal regulatory role, monitoring and 
enforcement resources and initiative at ED would also have to significantly 
increase. 

Finally, the currant system of poeteeoondary education, 
regaitUaac of the leva! or institutional aactor, oftan may not anaura 
a good match batwaan atodanta and schools. Given that fleet, and a 
continued commitment by Congress to aeeeee (even if that means the 
opportunity to try and foil), student aid potidee need to be reaeeeeeed in 
terms of the extent to which they allow students the opportunity to try again. 

Aa the previous chaptere have indicated, considerable regulation of 
postsecondary education institutions already exists. Efforts are also currency 
being made in all arms of the "triad" to tighten controls. Many of the 
problems and the regulatory r e ep oneee concerning poeteeoondary institutions 
that participate in Federal student financial aid p ro g r ams concern all 
poeteeoondary institutions, not Just proprietary schools. Where the coocerne 
and controls are specific to the proprietary eector, we have tried to make that 
clear. 

Accrediting groups are making efforts to monitor their schools mora 
closely on financial toe u ee, and to look at questions of outcome aaaecemente 
and admissions standards b order to improve program quality and the 
chancea of students they enroll for a ucc eee. Many States are attempting to 
Improve their oversight of schools ae well aa to take a more active role in 
providing etudents with consumer Information. At the Federal level, the ED 
has announced Incr eased attention to monitoring and enforcement of current 
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require msnte, and ntw regulatory stands* di for • particular tuba** of schools 
with high dtfault rates* 

There are alto a numbar of additional options that could ba com idered. 
Accrediting group*, for stampl*, could clearly do more in tba area of overall 
assessment of the naad and value of training tn certain fields, particularly in 
relation to coeta. Statee could initiate tuition recovery plana and develop 
more systematic collection and dissemination of student consumer information 
and school and program comparisons. 

At the Federal level, improvements could be made in a number of areas: 
stricter certification requirements, euch as suggested in the 10 reports, 
perhape even including the imposition of something like an 65-15 rule for 
maiimum SFA participation; the use of certain quality indicators (high 
dropouts, low placement rates) as triggers for special monitoring or program 
reviews; and creation of incentives for retention and completion through 
multiple disbursements and prorata reAinds, either across the board, or for 
schools with high dropout rates. The poesibilitiee even include cost- 
containment approaches for postsecondary training in certain fields and/or 
institutional sectors. The Federal Government could also contribute to better 
regulation at other levele through assistance to Statee to provide consumer 
information, and encourage labor-market surveys as part of the program 
approval process. Assistance could also be provided to proprietary schools 
themselves to develop better admissions criteria and to improve the support 
serv/ces to help students stay in school. 
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Why Are We Not Effectively Regulating Proprietary Schools? 
I. Is There Really a Problem? 
A. Yes, most definitely. 

The raw numbers are star*, somber and unforgiving: 

• Since September 1, 19$9. 41 proprietary schools have closed In Texas owing 
thousands of Texas students anywhere from 2,5 mflfon to 25 million dolars m tuilon 
refunds. The exact numbers are incalculable because of the chaotic state of closed 
school records. Many have been destroyed and those that remain are so poorly 
organized as to be unaudMMe. For a 1st of closed schools, See ExhM i . 

• Given current Department of Efecalion policy, the fact that a student borrower was 
unable to complete his education because of a school closing Is not a recognized 
defense lo the collection of a GSlloaa The fact that Mary enrolled on a Monday kt a 
600 clock hour private security guard course and the school closed the Mowing Friday 
does not excuse Mary from paying back the more that $5,000 she borrowed on 
Monday. For more on this outrageous and totally unconscionable federal policy 
please see the "Paradox of the OSL Program-Let the Buyer Beware" below. 

• Unless the students who attended the 4f dosed schools pay bach their student 
loans ihey wilt be effectively foreclosed from ever being atte to borrow for another 
education. Lfcewiso their chances of financing a car or a house art substantially 

diminished. 

• Of the 342 proprietary schools that rerroininTem.213arecurrer^operaUngw«h 
expired certificates of approval. Athough required by statute, 54 proprietary schools 
are operating wthout surety bonds. w-i 

• For the last two fiscal years (Sep -Aug) proprietary schools In Texas gonertfed 485 
mUon dolars in tuition revenues from loans made ty the Texas Guaranteed Student 
Loan Corporation. Neither loans from other guarantee agondee nor mrtsfromthe 
federal government are represented m this figure. Total gross tuition income Is 
unknown. During (Ms period of time, the OMslon of Proprietary School and Veterane 
Education (OPSVE) had an operating budget of ^proximately 1.5 mWon dolars. 

• For the last two fiscal years the Texaa Guaranteed Student Loan Corporation 
guaranteed 214, 862 loans to students attending proprietary schools to Texas. Durta 
(his same period of time the OPSVE had a total professional staff ranging from™ 
Expressed as a ratio, the OPSVE had 1 staff mentor tor every 18.527 loans 
guaranteed by TGSLC. 

• Ouring the period from calendar year 1985 through 1989 the nurrfter of proprietary 
schools In Texas approximately doubled, growing from 187 ± to 383 ±. 

• As of September 30. 1990. the total (friar amount of student loans m default for 
Texas proprietary school students stood at 1220.728.333.74. 
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II. What Are the Cauaea ot This Meas? 

. Regulatory responsibility is divided among at least 3 different state agencies. 

. The state agency charged with primary responsibility (or regulation, TEA. is woefully 
underfunded and cannot possibly cope, given present funding levels, with the sea of 
federally insured dollars that annually flow to proprietary schools. 

. Th. miiev makers In the Department of Education charged with responsibility for 
adminXng the Guaranteed Student Loan Program (QSL) have wholly failed to adopt and 
TSESSi the safeguards that are necessary to prevent abuses from occurring in the 
LaTfoTJrof t Lhool industry wHh respect to the GSL program. As a resutt of their near 
S failure to act. countless thousands of students have been victimized by unscrupulous 
proprietary school owners. 

. eonoress has been unable or unwilling to face reality and enact legislation that Is needed 
to sSu ally eSrm the GSL program so as to make it work a, originally Intended H 
anyS Congress has made matters worse for student^onsumers by ^empting jGSL 
foans °om the protection afforded by the Federal Truth In Lending Act. By so doina 
• Kre» has mid™ drtflcult B not impossible for a student to raise valid defenses to the 
collodion of student loans which range from fraud to forgery. 

III. What, It Anything, Can the Texaa Legislature Do To Fix the Problem? 

The Texas Legislature cannot "solve" the problems of proprietary schools anymore than it 
can solve theproblems Inherent in the Savings and Loan indusfry. The ultimate solutton 
n^stwme from Congress through reform of the GSL program. The Texaa LegWature CAN 
KSuie Positive steps to ameliorate the suffering of many future proprietary school 
students! I recommend the following: 

. Provide increased funding to the DPSVE so that it will have sufficient resources to enforce 
the Proprietary School Act. This can be done either by returning the DMMoatf»ge^ 
appropriations or significantly Increasing the fees <t charges schools or a combination of 
both. 

. Consolidate the regulation of alt proprietary schools. Including beauty,^ barber, 
cosmetology, private security and others, into the Texas Education Agency. DPSVE. 

. Abolish the maximum bond limitation of $25,000. tn order to Insure that schools are 
financially accountable to students tor unearned tuition, the bond amount should be 
expressed es some ratio to gross tuition revenue. The use of such ratios (capita! and 
surplus as ■ percent of unearned premium) is common in the regulation of Insurance and the 
Legislature would be well advised to consult with the State Board of Insurance on 
formulation ol the proper number. 

. Replace the statutory requirement that a "school (should be) financially sound and capable 
of fulfilling its commitments for training" with explicit and objective financial criteria Including 
among others: minimum capita! and surplus requirements and minimum ratios between 
unearned tuition and capital and surplus similar to those adopted by the Legislature w«h 
respect to the regulation of insurance companies. Schools should be expressly probtoaed 
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from carrying unearned tuition as a currant asset and should bo required to carry the Hem as 
a current expense. Current assets should be required to exceed current liabilities by a ratio 
in excess oil to 1. 

• Require schools having gross tuition income exceeding $25,000 to submit audited 
financial statements together with the previous two years federal income tax returns. 

• Make the school owner, if an individual, or the majority shareholder, if a corporation, 
personally liable for the payment of any unpaid tuition refunds. Unearned tuition, being 
fiduciary funds, should be treated in the same fashion as unpaid FICA and withholding 
taxes. 

• Make the school director personally table for the payment of any unpaid tuition refund*. 

• Declare the failure to pay a tuition refund a Deceptive Trade Practice. 

• Make the willful failure to pay a tuition refund a criminal offense bearing the same penalties 
currently applied to those who convert fiduciary funds to their own use. 

• ProMbH proprietary schools from accepting as M or partial payment for tuition and feea 
any proceeds from any purchase money loan, inducting guaranteed student loans, which do 
not contain the disclosures required to be made by the Federal Trade Commission as set 
forth in 16 CFR { 433.1 et seq. 



IV. The Paradox of The Guaranteed Student Loan Program • Let the 
Buyer Beware 

"I thought the federal government waa supposed to hefc me * not hurt met 

— Comments of an anguished proprietary school eludent upon leaning he was expected 
to repay his entire loan balance of S3.500.00 after attendtog school for only 3 days. 

"... a student who borrows under the GSL program from a third party lender remains 
responses lor repaying the loan even if the school fafts to provide the services promised to 
the student. . . . 

— Letter from the U.S. Department of Education to the Texas Attorney Generara Office 
regarding the liability of students who attended Texcel m Houston when it closed. 

A. A Little History 

On December 10, 1975, 1 shared my ooncems regarding the proprietary school 
Industry and the administration of what waa then known as the Federally Injured 
Student Loan Program (FISL) wth members of the Unfled States Senate In testimony 
before the Committee on Government Operations. Sadly, those comments are aa 
appropriate now as they were 15 years ago. I offer the Committee a few brief excerpts 
from that testimony: 

•As a resul of the enactment of the FISL program, significant numbers of young 
people were able to pursue a college education, receive degreee, find tobs and 
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ultimately become productive, tax paying members ol society and share in its manifold 
benefits. 

But, lor many students who because ol background, aptitude, desire, or any number of 
reasons chose vocational training at private-forprolit business or trade schools, the 
results are often tragically different. 

Instead ol finding employment many ol these youngsters lound themselves heavily 
indebted to the Federal Government lor an education that they either did not receive or 
one which was ol such uniform poor quality as to be ol litlle or no value in obtaining the 
jobs that were so frequently promised upon enrollment. 

These students, rather than becoming the benellclartes of the FISL program, became 
its unwitting victims They became easy prey for an all too statistically significant 
number of knowledge hucksters whose deceptive and fraudulent business practices 
were directly subsidized by the Federal Government through the U.S. Office of 
Education. 

The FISL program, in the case of proprietary education, all loo frequently served to 
create and enrich a new leisure class of promoters and highbinders at the considerable 
expense and suffering of a class of students who were and are least able to afford It." 

1. The Historical Role ol the Texas Attorney General's Office In 

the Development of the FISL Program 

The Issue then (1975) as now was the alarming growth of unpaid tuition refunds 
owed to proprietary school students and the complete refusal of the federal 
government to honor defenses available to students under Texas law with 
respect to the collection of FISL loans. 

In a letter to Secretary of HEW, Caspar Weinberger, dated March 10, 1975, Texas 
Attorney General John HW succinctly stated the problem: 

-It is my understanding that the present policy of the Office of Education la to 
collect on these notes regardless of any cognizable legal defense that the student 
may assert vis a vis the school or the lender or both. I have also been Informed 
that wNle the Office of Education has been aware for some time of the refund 
problem In Texas it has directed most of its collection efforts toward the todMAial 
students and m so doing has neglected to assert Is right of recovery against the 
offending proprietary schools who are In many instances legally responses for al 
or a part of the students Indebtedness to the federal government." 

As a result of a series of letters from Attorney General HW to Secretaries 
Weinberger and Matthews arguing the legal case of student defenses under 
Texas taw, the Department reversed Its position and in August of 1975 
announced that H would indeed honor vaNd defenses available to students under 
Texas law, upon the assignment by the student of his rights against the school or 
lender. This policy was ultimately codified In 34 C.F.R. § 682.51S. (The H» Rule) 
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2. Tht Ftds Rethink Thtlr Position Regarding Studtnt Daftntts 

Faced with mounting losses In Its proprietary school ban portfolio and fearful that 
significant numbers of landers might withdraw from the program, tha Department 
of Education In 1961 (tha successor agarcylo tha Oftica of Education) began lo 
doubt the wisdom of its decision to honor vafld legal defenses assarted by 
students against tha government. In tha case styled United States v. Griffin, 707 
F.2d 1477 (1963) the government ignored Ms own rule regarcftng student loan 
defensea and abrogated its agreement with the Attorney General of Texas arguing 
successful in a motion for summery Mtomem that a sludortru^ no right to raise 
defenses to the colection of a federal insured student loan. 

Tha case was reversed on appeal. The court held that the Department could not 
ignore its own regulation, commenting: 

"Indeed, the policy (honoring student defenses) Is one of fairly long sttnutitg. 
Section 662.516 merely codifies a poficy proclaimed by Secretary of Health 
Education and Welfare Weinberger, and Commissioner of Education Ban, in a 
series of letters to tha Attorney General of Texas in 1975 and 1976. Those letters 
made clear that OE Intended to assert against students rights no greater than 
those of any other holder of tha loan." 



B. Tht Current Position of tht Department of Education Regarding 
Student Loan Defenses 

For al practical purposes the Department of Education by the early 1960*S got out of 
the busJneu of dfrocty guaranteeing st^^ 

guarantee agencies such as the Texas Guaranteed Student Loan Corporation. The 
Depamnertprlmarlyactaaaarelnatw Even though lnp 

longer makes direct loan guarantees ft reteine uftlmeto authority for the supervision of 
the program. Its rutss and regulations and inttrprstttk>ns thereof are binding on state 
guarantee agencies. 

The currant pofcy of the Department la expressed in a letter dated Nov jmber 30,1969 
from William L Moran, Director, student Financial Assistance Programs to Rich 
TomHnson, Assistant Attorney General and Director of the Houston Regional Office of 
the Consumer Protection DMsioa Please see ExNbit 2. 

The letter was in response to a previous letter by Tomineon putting the Department on 
notice of the fact that Houston's Broussards Schools, afca Texcel which had dosed in 
September of 1966. owed hundreds of thousands of dollars m student refunds. The 
letter made two points: 

• Tha H« Rule regarding tha honoring of student defenses does not apply to loans 
guaranteed by state guarantee agencies, but apples only to loans Erectly guaranteed 
by tha federal government (which as a practical matter rarely, if ever, are made 
anymore). 

• "As a legal matter, however, a student who borrows under the OSL programs from a 
third party tender remains responsble for repaying the loan even a tha school fail to 
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provide the services promised to the student* unless an origination relationship exists 
between the tender and the school. To our knowledge, such a relationship has not 
been shown to exist with regard to these loans." As a practical matter, given the 
Departments interpretation ol an "origination relationship" it Is virtually Impossible to 
establish one short of showing that the tender actually participated in or had actual 
knowledge ol the activities ol the school. 



C. The Department of Education Has Been Grossly Negligent 
Regarding the Certification of Proprietary Schools 



Although the Department of Education no longer is in the direct guarantee business II 
must nevertheless pass on the eligibility ol schools to participate in state loan 
guarantee programs. One ol its most Important responstoiRtles In this regard Is to pass 
muster on a school's financial capability In a scathing indictment of Ks own agency, the 
Office of inspector General concluded that "the Department's financial analysis 
certification procedures were not adequate to protect either the students' or the 
government s financial interests." See Exhibit 3. 

in light of its poor performance, H Is infuriating, if not in fact dishonest, for the 
Department to suggest as it did in thu letter to Tomlinson that "We encourage students 
who do not receive what they pay for from a school to vigorously pursue their remedies 
against the school." In the case of Texcet students, following this advice would lead to 
a fruitless pursuit of the corporation in a no-asset bankruptcy. What the Department 
failed to mention to Tomlinson was that it had the year before reviewed the financial 
condition ol Texcel and pronounced it sound. 



D. What Every Borrower Should Know Before Entering Into a 
Guaranteed Student Loan 

The execution of a guaranteed student loan note is unlike any other consumer 
transaction known to the law: 

• The Identity of the lender, the amount of the loan and the rate of Interest are typically 
left blank at the time the student signs the note. This procedure which ts roundly 
condemned and made illegal In almost every other context is expressly sanctioned by 
the Department of Education. 34 C.F.R. § 682. 205. 

• Lenders are permitted to make electronic fund transfers of the proceeds of a 
guaranteed student loan directly to a schoors bank account. Because of this 
procedure, students are frequently unaware that they have even executed a 
promissory note let alone that it has been funded. 



• The student borrower bears the entire risk of the insolvency of the seler or of the 
seders partial or total failure to perform The lender bears no responstottty for the faiure 
of the seller, tn every other consumer transaction, the buyer can assert against the 
lender whatever defenses he originally had against the seller. See FTC Rule 433 

"Preservation of Consumer's Claims and Defenses." 16 C.F.R. § 433.1 et. seq. 
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Disclosures that are required lo b# made in tvtfy other oonsumer credM transaction art 
not required to bt made ki connection with a guaranteed studs m loan btcauta 
Congress hat exempted QuaraniHd student loans from the Truth in Landing Act. 

In essence, tha Department of Education and tha United Stataa Congress hava sal 
thirty (iva yaars of slata and (adaral consumsr protection legislation on its head, in tha 
guarantaed student loan context tha old adage "Caveat Emptor Let tha Buyer 
Beware has returned with a vengeance. 

V. Why Wt Need to Trtat Proprietary Schools Like Insurance 
Companies 

Given the Department of Education's abysmal falure in weedtog out those schools that are 
not sufficiently capitalized to participate m tha Guaranteed Student Loan Program and its 
insistence that students do not have a right lo assert defenses against partidpa^ lenders, 
the issue of proprietary school solvency should be of paramount importance to tha Texas 
Legislature and to tha Texas Education Agency. 

Solvency ia also important because proprietary school contracts are strikingly timflar lo 
contracts of Insurance in that they are both executory in nature: the buyer's contractual 
obligation ia My satisfied up from upon the paymem of the promtom or the tuition while the 
sellers obdgatlone are spread over time. Long ago whan governments first began 
regulating tha business of insurance they acknowledged a simple fact of human nature: 
there is a great temptation on tha part of those entrusted wttfktuclafytynde to treat thoee 
funds as one'e own. In tha case of Insurance compUo a tha tetwptaion was to treat as cash, 
unearned premium income. SMarly, In tie case of proprietary echoole, the lerrptation is 
to treat tution Income which la unearned si tha ttne of Is receipt aaw unrestricted cash 
asset TheeobtlonlotNentfurtflnclnatfM 

to require tha creation of reserves auMdent to InawatlMl tha Company couU perform Na 
executory oMgaHon to tha poicy holdar over the Ma of tha contract No less should be 
required of proprietary schools. The Mlon payers of Texas demand and areenUHed to the 
aame le vet of protection accorded by tie laws of Wa state to those who purchase insurance: 
that during tha Ufa of the contract they get what thay pay for. 
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Report on Tuition Protection Fund. 
Maintenance of Records of Closed Schools 

And 

Bonding f or Proprietary Schools Regulated bv the 
Texas Education Agency 



TUITION PROTECTION FUND: 

Note • Options are not listed In order of preference. 

OPTION I 
Funding Source for Refunds 



The thrust of this option Is to convert the use of the fund from a teach-out 
purpose to a refund purpose. This Is similar to that of other states with the 
exception that this option would pay the school conducting the teach-out for 
expenses Incurred In purchasing textbooks and supplies. Bonding would be 
eliminated. The current practice is for a school to provide a teach-out 
without any reimbursement by the fund. 

(1) The size of the fund should be increased to $3,000,000. A report on the 
funds in other states Is enclosed and identified as Attachment A. 

(2) Each school would be required to contribute as a condition for issuance 
of an initial or renewed certificate of approval an amount equal to the 
highest total program cost charged by the school. Using the present school 
costs, it would take three years to reach a $3,000,000 level. 

(3) Collections would begin July 1, 1991 and continue until the $3,000,000 
level is reached. Current bonding requirements would be in place for one year 
or until June 30, 1992. 

(/*) Assessments would resume if the level dipped below $2,500,000. If the 
level exceeued $3,500,000, dividends would be paid to the school participants 
in an amount based on the ratio of the amount available to the amount paid in 
by the school. 

(5) The statutory language pertaining to the reimbursement of all expenses to 
the school offering the teach-out would be replaced with language which would 
authorize payment from the fund for reimbursement for the cost of textbooks 
and supplies for the students. 

(6) Eliminate the language which restricts payment of refunds to $25,000. 

(7) Eliminate Section 32.39 (f) since students and school owners are 
adequately protected by the language in subsections (c) and (d) . 
Additionally, interpretation of a significant change in quality is to 
subjective to ascertain. 

(8) Include language which would transfer the student's right to a ref md to 
the administrator if the student's refund is paid from the fund. Require the 
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Tuition Protection Fund, cont'd*., page 2 



administrator to attempt to collect the refund Mount from the school owner 
and reimburse the fund 

(9) Limit the payment of refunda to those students whose termination date was 
within 12 months of the claim for a refund from the fund except under 
extenuating circumstances as determined by the administrator. 

(10) Require attempt to arrange teach-outs with private Industry and community 
colleges when one cannot be arranged with a proprietary school 

(11) Require the Issuance of a certificate of completion to a student from the 
school providing the teach -out 

(12) Require the State Board of Education, the Central Education Agency, and 
the Proprietary School Advisory Commission to determine whether the size of 
the fund needs to be increased or decreased and report to the legislature. 



OPTION II 
Funding Source for Teach-outs 

The thrust of this option is to maintain the original intent of the lund. The 
Intent is to be fiscally responsible towards the fun<f and to supply the Agency 
with funds to continue the operation of the failed schorl through a teach-out 
at another school or through administration by the Agency. This operation 
would not have the ability to enroll new students. 

(1) The size of the fund should be Increased to $1,000,000 with the current 
bonding requirements. If the fund is used for teach-outs as opposed to refund 
payments, the cost to the fund would be significantly less. 

(2) Include a requirement that the agency comply with the following: 

a. attempt to arrange a teach-out in a school in the area offering a 
similar program and make payment from the fund for the cost of textbooks and 
supplies; if th t Is not possible, the agency must, 

b. attempt to arrange for a teach-out in the facilities of the closed 
school and the fund would pay the expenses of the teach -out via an agency 
administered teach -out. 

(3) Each school would be required to contribute ss a condition for Issuance 
of an Initial or renewed certificate of approval an amount equal to one-half 
of the highest total program cost charged by the school. Using the present 
school costs, It would take two years to reach a $1,000,000 level. 

(4) Collections would begin Jan 1, 1992 and continue until the $1,000,000 
level is reached. 

(5) Assessments would resume If the level dipped below $750,000. If the 
level exceeded $1,250,000, dividends would be paid to tho school participants 
in an amount baaed on the ratio of the amount available tc the amount paid in 
by the school 
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Tuition Protection Fund, cont'd^* page 3 

(6) Eliminate Section 32.39 <f) since students and school owners are 
adequately protected by the language in subsections (c) and (d). 
Additionally, interpretation of a significant change in quality is to 
subjective to ascertain, 

m Include language which would transfer the student's right to a refund to 
the administrator if the student's refund is paid from the fund. Require the 
administrator to attempt to collect the refund amount from the school owner 
and reimburse the fund 

(8) Require attempt to arrange teach-outs with private industry and community 
colleges when one cannot be arranged with a proprietary school 

(9) Require the issuance of a certificate of completion to a student from the 
school providing the teach- out 

(10) Require the State Board of Education, the Central Education Agency, and 
the Proprietary School Advisory Commission to determine whether the size of 
the fund needs to be increased or decreased and report to the legislature. 



OPTION III 

Funding Source for Teach«outs and Refunds 

The thrust of this option is to present a compromise position of Option 1 and 
Option H whereby the fund will be increased, bonding will be eliminated, and 
the interest of both the student and the school owner will be addressed 
thought the payment of refunds and payment of ttach-out expenses. 

(1) The size of the fund should be increased to $2,000,000. 

(2) Each school would be required to contribute as a condition for issuance 
of an initial or renewed certificate of approval an amount equal to two/thirds 
of the highest total program cost charged by the school. Using the present 
school costs, it would take two years to reach a $2,000,000 level. 

(3) Collections would begin July 1, 1991 and continue until the $ 2,000,000 
level is reached. Current bonding requirements would be in place for one year 
or until June 30, 1992. 

(4) Assessments would resume if the level dipped below $1,500,000. If the 
level exceeded $2,500,000, dividends would be paid to the school participants 
in an amount based on the ratio of the amount available to the amount paid in 
by the school. 

(5) The statutory language pertaining to the reimbursement of all expenses to 
the school offering the teach-out would be replaced with language which would 
authorize payment from the fund for reimbursement for the cost of textbooks 
and supplies for the students. 

(6) Eliminate the language which restricts payment of refunds to $25,000 but 
include a requirement that the agency follow this sequence: 
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Tuition Protection Fund, cont'd... page 4 



a. attempt to arrange a teach -out In a school In the area offering 
a similar program and make payment from the fund for the cost of textbooks and 
supplies: If that Is not possible # the agency must, 

b. atteapt to arrange for a teach -out In the facilities of the closed 
school and the fund would pay the expenses of the teach-out via an agency 
administered teach-out; if that Is not possible, the agency must, 

c. pay refunds to students in accordance with the provision of Section 
32. 39 and 32.91 of the Texas Education Code. 

(7) Eliminate Section 32.39 (f) since students and school owners are 
adequately protected by the language In subsections (c) and (d). 
Additionally, Interpretation of a significant change In quality Is to 
subjective to ascertain. 

(8) Include language which would transfer the student's right to a refund to 
the administrator If the student's refund is paid from the fund. Require the 
administrator to attempt to collect the refund amount from the school owner 
and reimburse the fund 

(9) Limit the payment of refunds to those students whose termination d&te was 
within 12 months of the claim for a refund from the fund except under 
extenuating circumstances as determined by the administrator. 

(10) Require attempt to arrange teach* outs with private Industry and community 
colleges when one cannot be arranged with a proprietary school 

(11) Require the Issuance of a certificate of completion to a student from the 
school providing the teach -out 

(12) Require the State Board of Education, the Central Education Agency, and 
the Proprietary School Advisory Commission to determine whether the size of 
the fund needs to be increased or decreased and report to the legislature. 



MAINTENANCE OF RECORDS OF CLOSED SCHOOLS: 

This proposal is made under an Idealized best-case scenario, but an 
examination of this proposal should be made by the full committee in light of 
the Texas Education Agency's limited staff/ funding and Increased 
responsibilities, 

(1) Authorize the agency to remove the student records of a closed school 

within 30 days of the school's closing 

(2) Require the agency to na In tain the records and provide transcript service 

at a minimal cost to the student or other Individual requesting a 
transcript 

(3) Maintain records for four years 

(4) Ensure adequate funding la available for this operation 
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BONDING: 



(1) Bonding should be an option available to schools who do not wish to 

participate in the protection fund if the school is able to provide a 
bond In the amount equal to the maximum amount of refunds due In the 
event the school closes. 

(2) The current bonding structure would be in effect for one year 
after the reccmroended changes to the protection fund have been In 



(3) Bonding requirements of other states is enclosed and identified as 
Attachment B. 



Submitted by Paul Ellis and Dee Bednar 



DB:db: rcvyfd.doc 
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BONDING INFORMATION FROM OTHER STATES 



|N0 BOND |$2.500|$2, 500-510, 000|$20, 000|$25, 000|$S. 000-$25, 000| 

ifiEQUIfiEJU | HINIMVH 1 1 1 L 

| 5 | 1 | 1 1*1 2 | 1 | 



|$10,000-$25,000|$1,000-$50,000|$5,000-$50,000|$50,000|S10,000-$60,000| 

! RANGE I RANGE I . 1 1 L 

| 1 | 5| 3 | 1 | 1 | 



| $100, 000 1 $5, 000 |$7,500 |$10,000|B0ND REQUIRED | STUDENT PROTECTION! 

J | MINIMUM I MINIMUM I MINIMUM I AMOUNT UNKNOWN I BfflD L 

| 1 | 5 | 1 ! 11 | 4 | 4 | 
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STUDENT TUITION 
PROTECTION 


WASHINGTON 
STATE 


FLORIDA 


OHIO 


MARYLAND 


CONNECTICUT 


TEXAS 


CALIFORNIA 


NUMBER OF SCHOOLS 
REGULATED 


116 


700 


350 


192 


70 




2,250 


SIZE OK FUND 


$1 ,000,000 


Proposed 
No Halt 
aet af of 

thia date 


Proposed 
$1,000,000 


$1,000,000 


$2,000,000 


$250,000 


$1,000,000 
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(Consolidation Issue) 

CONTEXT 

Within the state of Texas there are hundreds of 



private for-profit sc> sols offering a wide range of career specific 
training and education. It requires considerable specialized 
knowledge to properly regulate these diverse and occupation 
specific institutions and programs* As a result of the variety and 
high degree of specialization involved in the training a 
decentralized and fragmented regulation system has evolved. There 
is extensive scrutiny of programs by the various state agencies and 
state licensure boards. The programmatic analysis includes 
examination of curriculum and standards leading to the award of 
certificates, licenses, and degrees. In many cases (except for 
those institutions regulated by the Texas Education Agency) the 
state agencies rely upon regional or national accrediting bodies, 
recognized by the U.S. Department of Education, to analyze and 
determine the institutional suitability of proprietary 
institutions. Recent events regarding; l) the proliferation of 
proprietary schools within Texas, 2) the significant increase in 
student loan default, and 3) the alarming increase in the number of 
economic failures in the proprietary school sector leaving students 
untrained and in debt has engendered a concern among the committee 
members with respect to effective oversight and regulation of these 
schools. 



The significant increase in proprietary school failures and 
student defaults has caused concern about the current fragmented 
system of state oversight of proprietary institutions. The problem 
is to develop a consolidated form of proprietary school 
oversight/regulation that can; 1) reduce school financial failure 
through improved scrutiny of institutional financial stability and 
administrative capability, 2) improve the state's proprietary 
school database ai.d enhance the process by which the information is 
shared among state agencies, and 3) provide the public with 
consumer informatic i, promote the student completion of programs of 
study, and ensure employability* 



—Reduce the negative effect of school failure on the student 

—Reduce the default rate 

— Increase the completion (graduation) rate 

--Ensure employability for graduates 

— Improve the effectiveness of state oversight capacity 
— Improve student satisfaction 



STATEMENT OF PROBLEM 



DESIRED OUTCOMES 



APPENDIX 
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Option One 

Consolidation — where all licensing/regulation/ oversight 
authority is vested in an existing agency. 

Advantages: 

— reduction of duplication of reporting 
— cost would be within reasonable limits 
— legislature would find this acceptable 

Disadvantages: 

— current manpower at any one agency is not sufficient to 
handle the volume of work 

— time to move, hire, or retrain personnel would be 
prohibitive 

Option Two 

Dual oversig ht — where schools would go through separate 
agencies for institutional certification (e.g. general 
financial stability and administrative capability) and 
programmatic approval (curriculum) . 

Advantages: 

— Very feasible since most elements are already in place 
— Cost would be within reasonable limits 

Disadvantages: 

— Potential for duplication of reporting 

— Potential for difficulties in sharing information in an 
effective fashion 



Option Three 

Coordination of Agencies — where existing set of agencies 
with regulation/licensing/oversight responsibil ity work 
closely to coordinate activities to close loop holes and avoid 
duplication. 

Advantages: 

— Cost would be within acceptable limits 

— Causes the least amount of change 

— Would be acceptable to the legislature 

Disadvantages: 

— Cost to develop information sharing vehicle 
— Potential for duplication 
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Option Four 



Expand PSAC — to include representation of those institutions 
not currently regulated by TEA 

Advantages: 

— Low additional cost 

Disadvantages: 

— Potential exists for lack of communication among agencies 
-"Potential for duplication of reporting 



Conduct a Study — to determine if there are common agendas 
among the existing regulatory/licensing/oversight agencies* 
If there are commonalities among the agencies use then this 
information should be the foundation of a system to coordinate 
information and regulation* if no common standards or 
procedures exist then study the agencies and suggest some 
commonalities that might be used as a basis for a coordination 
vehicle. The expected outcome of this study would be the 
creation of a hybrid division drawing from resources currently 
at the disposal of the individual agencies* 

Advantages: 

-"Increased knowledge about how the various agencies operate 
— Increases potential for an integrated approach to the 
problem 

Disadvantages: 

— Time is needed to conduct the study (the committee would 
have to reconvene at some future date) 

— Cost of the study would be incurred prior to any tangible 
action 



Student Protection (regarding schools that fail without 
providing the training) 

Reduce duplication of reporting for the institutions 

Acceptability to the legislature 

Consumer protection (information available to allow for 
informed choice) 

Institutional Effectiveness (completion rates , placement 
rates , and default rates) 



Option Five 



CRITERIA 



Feasibility (in terms of time and manpower) 



Cost 
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Texas Guaranteed Student Loan Corporation 
BACKGROUND 



Creation and Powers 

The Texas Guaranteed Student Loan Corporation 
(TGSLC) was created by the 66th Texas State Legislature 
in 1979. The corporation was created as a public 
nonprofit entity to administer the federal guaranteed 
student loan program in Texas and to guarantee student 
loans under the terms of that program. The corporation 
does not make any loans itself 9 it guarantees loans made 
by financial institutions and the Texas Higher Education 
Coordinating Board against death, disability or default 
of the borrower. 

TGSLC is not a state agency and receives no 
appropriations of state funds. The corporation is 
subject to the Texas Sunset Act however. In addition t an 
attorney general opinion found that the TGSLC is subject 
to the Texas Open Records Act because of an initial 
appropriation of lender's allowance funds from the Texas 
Higher Education Coordinating "oard made to help 
establish the corporation. TG LC is also subject to the 
Open Meetings Act. 

The original national guaranteed student loan 
program was created by the federal 1965 Higher Education 
Act as a way of removing financial barriers to higher 
education opportunities. Under the loan guarantee 

?rograa, the government initially encouraged private 
enders to make loans available to students by providing 
an 80 percent guarantee that the lender would be 
reimbursed should the student not repay the loan. Other 
incentives to lenders to make capital available for 
student loans included a federal interest subsidy that 
made the return of the loans attractive and the existence 
of secondary market agencies whose primary purpose was to 
purchase guaranteed student loans from lenders. 
Secondary markets provided surlier lenders with needed 
liquidity of their assets. However, even with these 
incentives, the participation of lenders in the program 
did not keep up with the demand for student loans. It 
was determined that the high degree of centralisation in 
the federal student loan insurance program was hindering 
its growth. Lenders had to wait too long to have a claim 
for reimbursement on defaulted loans processed and often 
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TGSLC Background 
November 20, 1990 
Page 2 



had claims rejected. Consequently, the Higher Education 
Act Amendments of 1976 created financial incentives to 
states to create guarantee agencies which would 
administer the guaranteed student loan program at the 
state level. These incentives included federal advance 
funds to help establish the agency, 100 percent 
reinsurance on all defaults for the first five years of 
the program, and administrative cost allowance funds. In 
addition, the lender's guarantee was increased to 100 
percent. As a result of these financial incentives being 
offered, the Texas Legislature commissioned an interim 
study conducted in 1978 by the accounting firm of Touche 
Ross & Co. The study evaluated alternatives for a 
student loan guarantee program in Texas and the creation 
of TGSLC in its present form was recommended by that 
study. 

Since the incentives were offered to set up state 
guarantee agencies, all fifty states, the District of 
Columbia, Puerto Rico, Guam, American Samoa, North 
Marianas, and the Trust Territories have established a 
guarantee agency or designated one of two national 
private nonprofit guarantee agencies as their guarantor. 
Twenty five states and Puerto Rico have designated a 
state agency to be the guarantee agency, 18 states, 
including Texas, have established nonprofit corporations 
as guarantee agencies, and 7 states and the District of 
Columbia have designated one of the national private 
guarantee firms (Higher Education Assistance Foundation 
or United Student Aid Funds). 

Currently, the guaranteed student loan program 
represf ns the largest student financial assistance 
prograt n the state, as well as in the nation* TGSLC 
guaranteus the principal and accumulated interest to 
private lenders for each eligible student loan they make* 
Participation in the program and loans guaranteed have 
grown steadily since TGSLC was created. The drop in the 
number of lenders participating in the program in 1987 is 
due, in part, to an increase in Texas bank failures and 
mergers, and to smaller lenders dropping out as large 
"open-door 1 * lenders have entered the student loan market* 
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Policy-making Structure 

The board of the Texaa Guaranteed Student Loan 
Corporation ia composed of 10 members. Nine of these are 
public members-including one student-appointed by the 
governor with the advice and consent of the senate, and 
serve for six year terms* The Comptroller of Public 
Accounts is a statutorily designated member of the board. 

Funding and Organisation 

The headquarters and only office of the Texas 
Guaranteed Student Loan Corporation is located in Austin, 
as required by statute* The corporation employs 
approximately 400 full time employees. The employees are 
not state employees and the corporation has its own 
retirement and benefits programs* 

When TGSLC was created, the Texas Legislature 
appropriated $1,500,000 to it from the federal special 
lender's allowance fund at the Coordinating Board* This 
fund had a balance at that time of over $4 million and 
represented earnings from the state's direct student loan 
program* This was a sne-time appropriation designed to 
provide the total funds necessary for TGSLC to become a 
self-sustaining entity* 

In addition to this start up appropriation, TGSLC 
was eligible to receive two types of federal advance 
funds under sections 422(a) and 422(c) of the Higher 
Education Act of 1965* These advance funds were made 
available by the federal government for the purposes of 
helping regional guarantee agencies get established and 
build up adequate reserve funds. TGSLC received 
approximately $10 million in federal advances which have 
been recalled* 

By state law, the TGSLC reserve fund is divided into 
two accounts i the operating account and the guarantee 
account. Income to the corporation in the form of 
insurance premium receipts from students, federal 
administrative cost allowances, the corporation's share 
of collections on defaulted loans, and loan servicing 
fees is deposited to the operating account, from which 
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the corporation's operating expenses art paid. Tha 
federal advanca funds, fadaral rainsuranca receipts, 
investment earninge and corporate earnings not naadad for 
operations are deposited into the guarantee account. 
Punds My be withdrawn f rom the guarantee account for the 
sole purpose of paying landers' claims on defaults. 
TGSLC'* board haa a policy cf maintaining reserves 
equivalent to 1.5 percent of outatanding loans. This 
reserve is the guarantee fund balance. Management 
transfers funda into the guarantee account, according to 
a financial forecasting model, to maintain the proper 
allowance for defaulta. 

Pfflflraa i Mid Functions 

Loan Guarantee Operations 

The main function of TGSLC ia to guarantee atudent 
loana under the terms of the federal guaranteed atudent 
loan program. The guaranteed atudent loan program 
consist! of three student loan components t the Guaranteed 
Student Loan Program (GSLP), which ia the original loan 
program created in 1965 j the Parent Loan for 
Undergraduate Studenta Program (PLUS), created in 1980 to 
encourage loans to parenta cf dependent undergraduate 
students; and the Supplemental Loan for Studenta Program 
(SLS), created in 198S to encourage loana for independent 
students. Prom an operational standpoint, TGSLC 
guarantees loans under the three components in the same 
way, therefore there is no differentiation among the 
three in terms of corporate ataff, income, or expenaea. 

The loan guarantee function operates aa follows. 
First a atudent undergoea a financial needa assessment 
processed by a national firm, which forwards the results 
to the school financial aid office indicated by the 
student. An overall determination of the student 'a need 
is made by a financial aid officer who then prepares a 
financial aid package for the atudent, firat offering 
whatever grant or scholarship aid may be available* 
Student loana are offered aa a laat alternative to make 
up the difference between the atudent 'a reaourcea, 
expected work earninga and gift aid, and the expected 
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costs of attending the institution. The student 
completes the loan application and the school certifies 
that the student is at least a half time student and 
meets the financial need criteria. The student then 
takes or mails the application to a participating lender 
£° <>r deny the application, depending on the 

lender's own criteria, if accepted, the lender forwards 
the loan application to TGSLC. TGSLC processes the 
application on its computer system which has various 
automated editing checks to see that the application 
S*Vi l ! h f ell « lbll ^y criteria and check to see if 
the student has ever previously defaulted on a TGSLC 
guaranteed loan. 

When all application requirements are met, TGSLC 

^!^ a "»u M , and BendB a " otlc * ot guarantee back 
to the lender. The loan guarantee processing operates 24 
hours a day, employs 16 people, and the current 
turnaround time at TGSLC to process a guarantee is 48 

.J^E th * lBnd * r r * c *l*es the loan application 
back with the guarantee, he issues a check in the 
student's name — after first deducting the loan 
Insurance and origination fees from the loan amount — 
and sends the check to the school's .'inancial aid office. 

total elapsed time between the student's submiisiJn 
2LX\ ap fi 1C 5? l0n 5°, thB lendBr and tnB arrival of the 
Sl£ ln ?" eUl ald offlcB lB approximately seven 

™* loan Insurance fee is sent to TGSLC and the 

SffiKi^ii"? 1- •PPffr 1 t0 th * "rst federal interest 
subsidies the lender will receive, for an average $2,000 
student loan, the student would receive $1,855 after the 
SSSSSS ° f $45 " nd the orl ^n»tion fee of $100 were 

Proclaims, claims 1rv j Cgilec^jflnj 

nr. v .!J i 5. dap ?f t * ent , iB responsible for helpino lenders 
\£ tU t l U 0n l0BnB i for Processing lender claims 
22*! ?*iS fault 0CCU 5 B » and tor collecting claims on 
2*2 U }! -d h ?U arant# ^ i " tudBnt loanB - 'ifty-three people 
work in this area. The proclaims process is initiated 
when a lender notifies TGSLC that an account is 60 days 
past due and files a request for assistance. The Y 
proclaims staff contact the borrower and generally 
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supplement the activities of the lender in trying to 
collect the Joan payments by making phone calls and 
sending litters. At 180 days past due, after the lender 
has issued a demand letter to the student calling in all 
the loan, the lender may file a claim with TGSLC* The 
lender must file the claim before the 220th day past due 
and the average claim is filed at the 210th day. The 
lender signs over the promissory note and the documented 
account history which is reviewed at TGSLC • Data is 
entered into an automated system that checks the claim to 
verify that all the due diligence procedures have been 
followed by the lender. If they have, a check is issued 
automatically to the lender. This process takes from 24 
hours to 10 days from receipt of the claim. A new 
expedited process is being introduced for lenders with 
historically low claims rejections rates that will reduce 
the number of TGSLC personnel involved in claims review 
and allow them to focus more on p reclaims and collections 
activities . 

TGSLC nay not bill the federal government for claims 
reinsurance until the 270th day of delinquency, and 
usually receives the reimbursement around the 330th day 
of delinquency. Since TGSLC pays the claim to the lender 
around the 220th day of delinquency, there is a "float 
period" of approximately 110 days for $10 to $15 million 
which TGSLC must cover with its own funds. 

Secondary Markets 

Student loans are unlike any other type of 
commercial loans that lenders make since they are for 
relatively small amounts and have very long repayment 
periods. A student has up to ten years to repay the loan 
and the repayment period doesn't begin until six months 
after graduation or leaving school. In addition, there 
are 19 types of deferments available to students in 
special categories. For example, loan repayment may be 
deferred if a student goes to graduate school, joins the 
armed forces, becomes unemployed or takes parental leave. 
These deferments prolong the loan repayment period and 
make handling student loans all the more difficult. 
Consequently, the Congress established the Student Loan 
Marketing Association (Sallie Hae) to purchase student 
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loan* from landers, thereby providing lenders the 
necessary liquidity on their investment. Sal lie Mae is 
thus a secondary market for student loans. Sallie Mae is 

r«££S%-£Ew lo 2' " nanc « d Private capital, which 
received federal fund advances and administrative 
allowances to help get it established. Zn addition to 
Sallie Mae, Texas statutes authorise the creation of 
local Higher Education Authorities which function as 
regional -mini Sallie Maes.- The authorities are created 
by the governing body of a city (or cities), usually near 
a large university, and issue revenue bonds for the 
purpose of purchasing guaranteed student loans from local 
lenders. There are eight Higher Education Authorities in 
Texas. A local lender in Texas then has three possible 
purchasers of his student loan portfolio! the t ~ D ""'*' 

M«Si°fi5il!J: !!}f 1 !w M ?*' °V ny oth,r lender. 
Many lenders sell their student loans to a secondary 

market, unless their student loan volume is large enouah 

that they can achieve the economies of scale needed to 

make holding the loans profitable. Although secondary 

S£ !*!! not , *•«>««*«•<» •liglble lenderi in 

the guaranteed student loan program (they must operate 
through a designated trustee bank) , they must mZt the 
same due diligence requirements of primary lenders and 
the guaranteed student loans they purchase retain the 
original guarantee of 100 percent insurance. 

Lender of Last BtfflJt 

— ™*' edara l guaranteed student loan program statutes 
require that each state designate a lender of last 

elKfhi/fSUf^?* ?2 aranta * a?«ncy itself, or another 
!il g £ 1# 1 J nd,r ln the state through an agreement with 
2L2 a 3 n f*V« #ncy - «»LC was designated the state's 
JIT TfnSL 1 *.! 1 ,**! 01 * th * atat * l«9i«lature in 1985. 
The lender of last resort provisions require the TGSLC to 

?X \h. 9 !!!5! n 5 # ! d « tud,nt tc any eligible student 
other ^i?XmI f*"? a f* ■jmilmblm" who certifies that no 
M^f-Tii'^*..}* 1 " 1 ?' ln th * " tat *' nor th * Higher 
S^!!f 0n /°° r 5 lnatlna Board ' is willing to make a ni,,nw 
guaranteed student loan to that student; 
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Significant Points 

In summary, concerning TGSLC t 

* Trends In other states Indicate that the use of 
nonprofit agencies, like TGSLC, has grown from 10 
states in 1985 to 18 states presently while the use 
of state agencies in the program has decreased from 
35 to 25 in the same period* Ho state has converted 
a nonprofit guarantee agency into a state agency; 

* Loan capital available to students increased from 
$40 million in 1981 to over $600 million in 1990 
demonstrating lender satisfaction with the program; 

* The corporation has operated successfully without 
state appropriations, has built up a loan insurance 
reserve fund of approximately $25 million and has 
not incurred any liability for the state; 

* entire elimination of the program would force the 
federal government to designate a guarantor from 
another state which would reduce the service and 
attention to Texas lenders, schools, and students, 
and would likely adversely affect the lender 
participation in the program; and 

General Recommendations to the Joi nt interim Committee 
on Proprietary Schools 

Based on TGSLC 's involvement with proprietary 
schools, the following are some general recommendations 
which would help the administration of the GSLP in Texas. 

Until recently, access to GSLs was universally 
available to all qualified borrowers. However, as a 
result of unacceptably high default rates among 
proprietary schools, secondary markets have stopped 
purchasing GSLs made by lenders to proprietary school 
students and some lenders, in turn, have ceased making 
GSLs to these students. This has resulted in a situation 
in which financial access to the largest segment of 
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Texas' postsecondary educational ay item for a particular 
group of students is effectively denied. To correct this 
problem, a level of comfort and confidence must be 
restored in the lending community concerning the quality 
of programs and training offered by the proprietary 
school industry. 

Over 60% of the default claims paid by TGSLC to 
lenders are on GSLs made to proprietary school students. 
This situation also affects lender confidence in the 
continued viability of the guarantor of the loans they 
make. Again, the solution to this problem is insuring 
that students who choose to attend a proprietary school 
receive quality instruction and training which results in 
a marketable job skill, which, in turn, results in 
repayment of student loans. Requiring proprietary 
schools to share a portion of the risk by expanding the 
use for the state's tuition protection fund to include 
payment of student loan default claims and loan losses 
would also restore lenders' confidence in both the 
proprietary school industry and in the GSLP. 

All schools should be prohibited from utilising 
commissioned recruiters/salepersons as a tool to enroll 
students. If this practice is allowed to continue, these 
individuals should be salaried employees and commissions 
should be based on the completion rate of the students 
who are recruited. 

Currently TGSLC must interact with each and every 
state commission which regulates proprietary schools, 
each with its own set of policies, procadures, 
regulations, and statutory requirements. Centralising 
this oversight function in a single agency would aid 
TGSLC 's ability to address the problem of defaults among 
proprietary schools through better coordination of 
efforts undertaken by TGSLC and the designated regulatory 
agency. 

Allowing state employees the opportunity to repay 
their student loans through a withholding plan for those 
who can financially afford to repay their loans and an 
emergency relief program for those who, as the result of 
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some legitimate hardship, are unable to repay their loans 
would prevent some GSLs from defaulting. 

Insuring that school owners and schools are 
financially solvent prior to licensing them would have a 
positive impact. Schools should be required to 
demonstrate a greater than one to one asset to liability 
ratio and a total debt to net worth ratio of no greater 
than three to one. What this means is that for every one 
dollar the owner invests in his school, three dollars are 
borrowed. 

Currently, a lender is required to inform TGSLC when 
it receives a refund from a school. In order to insure 
that the school complies with the federal regulations 
that requires refunds to be made within 30 days of the 
student leaving school/ the school should be required to 
notify TGSLC when it makes a refund. Furthermore, any 
refunds made by a school should be required to be applied 
to repayment of student loans first , then to personal 
expenditures and other aid. 

Another recommendation which is not specific to the 
topic of proprietary schools but is certainly a policy 
issue central to the default debate is the imbalance of 
loan and non-loan student financial assistance. The 
ratio of the availability of loan and non-loan aid has 
virtually reversed itself over the past 10-15 years from 
80% Grant and College Work Study and 20% Loan during the 
mid to late 1970' 8 to 80% Loan and 20% Grant and College 
Work Study today. To compound this situation, the GSLP 
is now reserved almost exclusively for low income 
students. 67% of the GSLs TGSLC guaranteed last year 
were to students with annual family incomes of less than 
$10 000. If, and until, Congress ever changes the focus 
of the GSLP to an educational loan program for credit 
worthy borrowers and significantly increases grant 
programs, loan aid will continue to be the prime source 
of student aid for poor students and the likelihood of 
defaults in the GSLP will continue to increase. 

Three actions by the State Legislature would help to 
alleviate this problem* The Legislature can strongly 



468 



TGSLC Background 
November 20, 1990 
Page 11 



endorse and work with the Texas Congressional Delegation 
to increase funding for Title IV Grant and College work 
Study programs and at the state level, the Legislature 
should approve the Texas Higher Education Coordinating 
Board's recommendations regarding funding for the Texas 
Educational Opportunity Grant Program - $20 million, the 
Texas Tuition Assistance Grant Program - $8 million, and 
the Tuition Equalisation Grant Program - $92 million. 

The third action the State Legislature could take which 
would improve the availability of student financial aid 
in Texas would be to incorporate into the increased 
funding for the state programs a comprehensive study and 
review of the state's student financial aid policies, 
programs, structure, and delivery system to insure that 
every available student aid dollar - state and federal - 
is being effectively and efficiently utilised. 

These then are the major "General Recommendations" I 
would submit to the committee for its consideration based 
on TGSLC' s experience with proprietary schools. If you 
have any questions or additional input, please contact 
me. 
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Mr. Washington. Thank you, Mr. McCormick. Mr. Alden? 

STATEMENT OP COMER ALDEN, PRESIDENT, SAN ANTONIO 
COLLEGE OP MEDICAL AND DENTAL ASSISTANTS 

Mr. Alden. Mr. Chairman, I appreciate this opportunity to 
appear before you today to discuss the future of the Higher Educa- 
tion Act. , , „ , _ . A . „ . 

My name is Comer Alden. I am president of the San Antonio Al- 
lege of Medical and Dental Assistants, which is celebrating its 25th 
anniversary this year. W e have four campuses in Texas— two in 
San Anton:o, one in McAllen, and one in El Paso. 

We are currently serving about 600 active students, and our 
school offers allied health professions on a job entry level, basically 
medical assistant, dental assistant, but also surgical technician, 
ophthalmic technician and such as that. 

I am convinced that the decisions that you and your colleagues 
make when you rewrite this important act are extremely impor- 
tant. In fact, I believe the bill you draft will be the most important 
piece of domestic legislation before this Congress. f 

The actions you take will h^ve a major impact on our Nation s 
ability to meet its needs for a skilled work force, and on the abililv 
of millions of individuals to get the kind of education they need to 
get good jobs and support themselves and their families. 

I understand you have held dozens of hearings on the complex 
issues surrounding student aid. While I would be happy to discuss 
other aspects of the student aid programs, this morning I would 
like to focus on one particular problem facing many schools and 
students. , 

Today many students are being denied access to Federal student 
loans for which they are eligible. I imagine most Americans, and 
perhaps most Members of Congress, assume that under the Guar- 
anteed Student Loan Program any student who is eligible and at- 
tending an eligible institution is actually guaranteed getting a stu- 
dent loan. ... 

But that is simply not the case, and it is a particularly serious 
problem here in Texas. Why is this the case? First, as you know, 
most lenders sell their loans to secondary markets. Many of these 
secondary markets, including the giant !3allie Mae, pay less than 
the full value of a loan when they buy them, thus creating a disin- 
centive to lenders from making loans in the first place. 

Secondly, many banks are reluctant to make loans to high risk 
students. High risk students are more likely to default, and lenders 
and servicers want to avoid the cost of conduction due diligence 
measures on delinquent loans. 

Third, lenders are paid the same special allowance regardless of 
the degree of risk or the cost of servicing the loan. In other words, 
again there is a built-in disincentive for them to serve students 
who need help the most; those students who the Higher Education 
Act is supposed to help the most. 

And fourthly, State laws and regulations often restrict access by 
establishing additional requirements for student borrowers attend- 
ing certain types of institutions and students enrolled in short-term 
and non-degree programs. 



471 

Fifth, guarantee and secondary markets discourage, oftentimes, 
lenders from making loans to students attending institutions with 
a certain level of default. As you know, an institution may have a 
high default rate because it serves high risk students. 

The default rate may have nothing to do with the quality of their 
educational program. Nevertheless, students are denied the oppor- 
tunity to attend the school of their choice because a guarantor dis- 
courages banks from making a loan available. 

Sixth, many secondary markets require a minimum average loan 
size in a loan portfolio before they will purchase the portfolio. This, 
oftentimes, discourages lenders from making smaller loans. It vir- 
tually costs the same amount to process a small loan as it does a 
large loan. So some banks have decided not to bother with smaller 
loans. And again, this hurts many students in short-term pro- 
grams. 

This restriction can often lead to ironic results. In a recent arti- 
cle in the Houston Business Journal, Ron Sanders, then the presi- 
dent of the Council of Houston Area Private Schools and owner of 
International Travel Institute, noticed that he had encouraged stu- 
dents from borrowing large amounts of money that they may well 
have trouble paying back. 

He encouraged them perhaps not to borrow that much. Now, his 
banks were telling him that the loans are not big enough to bother 
with. And in his words, "It's a Catch-22." 

As I said earlier, the loan access problem has become especially 
serious in Texas, and it is primarily hitting private career schools. 
Of the 357 private career schools regulated by the Texas Education 
Agency, 44 closed between last September and May of this year. 

And I have asked Dee Bednar how many of those closures were 
the direct result of a loan access problem, and I guess we will never 
know for sure. But certainly, some of them were. 

The Association of Texas Lenders for Education, ATLE, is a 
trade group made up primarily of banks that make 90 percent of 
their student loans within Texas, and they have issued suggested 
guidelines for lenders. 

I would like to go on record as saying that ATLE has come 
though like gangbusters, and they are helping many schools— or, 
potentially will help many schools— and I appreciate what they 
have done. And their new president is in the audience. 

But some of the guidelines concern me. They were designed to 
minimize risk for the lenders, and that is fine. A banker has to 
make money. I have no problem with that whatsoever. But as a 
side effect, they will cause some lenders to discriminate against 
students enrolled in shorter term programs, such as those offered 
in most private career schools. 

One criterion clearly illustrates the reason for this concern. 
ATLE recommends that lenders not lend to students at institutions 
which have an average borrower indebtedness, ABI of less than 
$2,500 a student. In many respects that is very reasonable, because 
you cannot make money off of a small loan. 

Many of our students simply do not have to borrow that much, 
and they are not qualified to borrow that much. At our ciain 
campus in San Antonio, for example, the average student loan in- 



472 



debtedness at graduation is $1,850. This practice explicitly discrimi- 
nates against students who wish to attend shorter-term programs. 

I would like to underscore the importance and value of educa- 
tional programs of up to 2 years in length. It is important to re- 
member that many professions do not require 2 years of schooling, 
let &lonQ 4. 

At the same time, many students cannot afford the luxury of 
being out of the work force for long periods of time, and we heard 
that this morning from the students. They need job-specific educa- 
tion in a relatively short period of time, and then they need to get 
back into the work force. „ , 

Now, I hope I have adequately described the problem. But what 
do we do to ensure that all eligible students have access to loans in 
order to attend the school that best meets their interests and their 

The answer to this question I would like to refer to legislative 
proposals by the National Association of Trade and Technical 
Schools, and the Association of Independent Colleges and Schools, 
AICS and NATTS, and they have been submitted prior to your 
committee. 

Their legislative recommendations would make a number of im- 
provements that would help ensure that students had access. Let 
me very quickly, before concluding, share three of their suggestions 
with you. 

First of all, we recommend establishing a slightly higher interest 
rate paid to lenders by borrowers for students who are enrolled in 
programs of 2 years or less, and borrowers with loan balances of 
$10,000 or less. Now, while this would cost the students slightly 
more, it would provide an incentive for lenders to serve these stu- 
dents. ,. — 

Second, AICS and NATTS would recommend expanding the non- 
discrimination provision for creditors to prohibit discrimination 
based on the type of institution, tax status, the length of the pro- 
gram in which the student is enrolled. 

And finally, a lender-of-last-resort program should be part of the 
designated State guarantor program participation agreement. All 
of these changes would help ensure that students have access to 
the help they need. 

Mr. Chairman, 1 would close by asking you to remember that pri- 
vate career schools are an important element in the education of 
the American work force. They provide the kind of career-specific 
technical education that American business demands and our econ- 
omy needs to remain competitive. 

They provide the kind of education people need for real jobs. 
Many of the job fields private career schools train people for are 
among the fastest-growing occupations, according to the U.S. De- 
partment of Labor. The health profession is a good example. 

As I am sure you are well aware, the positions in health care for 
which our school educated students are growing. For 25 years the 
Higher Education Act has opened doors of opportunity for millions 
of Americans. 
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a iIZ?*°J **' th e San Antomo College of Medical and Dental As- 
sistants has opened its doors to prepare thousands ef students for 
rewarding careers The important decisions you make in the 
months at ad could well determine whether these doors remain 

And I thank you. 

[The prepared statement of Comer Alden follows:] 
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Comer Alden, Preaident 
San Antonio College of Medical 4 Dental Assistants, Inc. 
San Antonio, Texas 

July 22. 1991 
Khinehart Munie Auditorium 
Texny Southern University 
Houston, Texas 

Mr. Chairman. 1 appreciate thi* opportunity to appear 
before you today t« discuss the future of the Higher 
Education Act. 

My none is Conor Alilwn. and I am Lhe Presideni. of the 
San Antonio College of Medical and Dental Assistants which 
this ytar celcbr3i.es its 25th anniversary. We have three 
campuses in Twos -two in Son Antonio and una In the Rio 
Grande Valley— and wa also operate the Career Centers of 
Texas in F.1 Paso. We ar« currently serving about 5S0 active 
.students, Our schools offwr ten dirrcrent programs, all 
related to health core professions. w * Primarily educate 
people to become medical or dental aaaiatants, but we also 
offer training for such professions as surgical technicians, 
ophthalmic technicians and insurance processors. 

I am convinced that the decisions you and your 
col leagues make when yo » rewrite thia important Act are 
extremely important, in fact, T believe the bill you draft 
will he the most important piece of domestic legislation 
before this Congress. 

1 . 
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The actions you take will have a major impact on our nation's 
ability i.o meet it* needs for a skilled workforce And on Che 
obility of millions of individuals tc get the kind of 
education they need to get good jobs and support themselves 
and their families, 

1 understand that you huv v » held dozens of hearings on 
the complex issues surrounding student aid. While T would be 
hoppv to discuss other Aftpecta of the student aid programs, 
this morning T would like* to focus on one particular problem 
facing many students and schools* 

Today many students ore being denied access to federal 
student loAns for which they are eligible. I imagine moat 
Americans, and perhaps most members of congress, assume thai 
under the Guaranteed Student I.oaii program any student who is 
eligible for a loan is actuoJJy "guaranteed" of getting one. 
But that is simply not the case and it is a particularly 
serious problem here in Texas. 

Why la this the case? 

First, as you know, most lenders sell the loans they 
make to secondary markets. Many of these sccond«ry markets 
(including the giant Sallic Mae) pay less than the full value 
of the loan when they buy them, thus creating a disincentive 
to lenders from making i.Iir i 0f ,„ in ,. (le (itfll place . 

Second, many banks art- roluclsnt lo make loans to high- 
risk students. High risk students ore more likely to default 
and lenders ond servicers wont to avoid the cost of 
conducting the due diligence measures on delinquent, loans. 
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Third, landers arc poid the »eme special allowance 
regardless of the degree of risk or the cost of servicing the 
loan. In other word*, there is o built-in disincentive for 
them to aerve students who need help the most — those 
students who the Higher tiilur.al.ion Act is supposed to help the 
most . 

Fourth, .state lows and radiations often restrict 
access by establishing additional requirements for student 
borrowers attending certain types of institutions and 
students enrolled in short-term and non-degrec programs. 

Fifth, guarantee and secondary markets discourage 
lenders from making loans to students attending institutions 
with certain levels of default rates. As you know, on 
institution may have a high default r-ate because it nerves 
high-risk student:* , The default rote may have nothing to do 
with the quality of r.heir educational program. Nevertheless, 
students ore denied the opportunity to attend tae school of 
their choice because a guarantor discourage* banks from 
making a loan available. 

Sixth, many .secondary markets require a minimum average 
loan size in a loan portfolio before they will purchase the 
portfolio. • Thie discourages lenders from making smaller 
loans, Ifc virtually costs the same amount to process a small 
loan as it doe* a large one. So some hanks have decided not 
to bother with the smaller loans. Again, this hurts many 
.students in short-term urograms. 
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This restriction can 0I30 lead to ironic results, in a 
recent article in i.h* Houston Business Journal . Ron Sanders, 
the president of the Council of Houston Area Private Schools 
and owner of i.ha International Travel Institute, noted that 
he had encouraged studenl.fi front borrowing large amounts of 
money that they may have trouble paying back. Now his banks 
were telling him that the loons were not. big enough to bother 
with. "It's a catch-22," he said. 

As I said earJier, the lean occt d problem has become 
especially serious hero In Texas, and It is primarily hitting 
private career schools. Ot the 357 private career schools 
regulated by the Texas Kducotion Agency, 44 closed between 
last September and May of this year. Many of those closures 
were the direct result of the loan aexess problem. 

The Association of Texas Lenders for Education (ATLK), a 
trade group made up primarily of banks that make 90 percent 
of their student loans within Texas, has Issued suggested 
guidelines for lenders. These guidelines concern me. They 
were designed to minimise risk for lenders, which i« fine, 
hut. M s a side effect they will cause lenders to discriminate 
against students enrolled in shorter-term programs, such aa 
those offered at most pHvste career schools. 

One criterion clearly illustrates the roason for my 
concern. ATLE recommends that lenders not lend to students 
at institutions which have an "average borrower indebtedness" 
(ABI) of less than $2,500 per student. 
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Many of our siml*m.ft simply do not have to borrow that much. 



or arc not qualified to borrow the full loan amount. At our 
main campus in San Antonio, for example, the avcroge 
itadent's loan debt at gradual ion is $1,850. This practice 
cxpli< illy discriminates against students wlio wish to attend 
shorter-term programs. 

I would like co underscore ih** importance and value <>f 
r*ihu.f«i.ional programs ot up to two years in length. it is 
important 1.0 remember that many profession* do not require 
two years of schooling, let alone tour. Ai. i.ha fiame time, 
•!ufi) students cannot afford i.ha luxury ot being out of r.he 
worktorcn L ; t long periods -imn. They need job-specific 
odviu.it *un in a relatively short pnnoii of time and then ihev 
•»eed to get back into lh* workforce, 

T hope I have adequately described the problem. But 
what dc we tu: 10 ensure that all eligible students have 
access to loo-is in order to Attend the schoo] that best meets 
their interest? and needy? 

To sjiswc- this i|UKstiiiii a T would like to refer to the 
legislative proposal nhai has been made by the Notional 
Association of Trade and Technical Schools (NATTS) and the 
Association of independent Colleges and Schools (AICS). I 
understand t; so organizations have suUmi m.hiI their proposal 
to Congress . 

Their legislative rocornmendot i on would make a number ot 
improvements that would help ensure that students had access 
to loans. 
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Let me aharc threw of their sugg«ai.ions with you. 

First, they recommend establishing * slightly higher 
interest rat* paid to lenders l>> borrower* for .students who 
are enrolled in programs of two years or less and borrowers 
with loan balances of $10,000 or less. While this would cost 
these students slightly more, it would provide an incentive 
for lenders to serve these students. 

Second, AICS and NATTS also recommend expanding the non- 
discrimination provision for creditors to prohibit 
discrimination based on the type of institution, tax stAtus, 
or length of the program in which the student is enrotled. 

And, third, a lender-of- I ast-r esort program should be 
part, of the designated state guarantor program participation 
agreement. 

All of these changes would help ensure that students 
have access to the help they need. 

Mr. Chairman, T would like to close by asking you to 
remember that private career schools are an important element 
in the education of the American workforce. Thoy provide the 
kind of career-specific, technical education that American 
business demands and our economy needs to remain competitive. 

They provide the kind of education people need for real 
Jobs. Many of the job fields private career schools train 
people for are among the fastest-growing occupations, 
according to the U. S. Department of Labor. The health 
profession i a a good example. 
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As I am suro ymi nr* well aware, the posiUonH in health care 
for which our school educates students arc growing. 

For 2 r > years, the High Education Act has opened doors ot 
opportunity for millions of Americans. For 25 years, Sun 
Antonio College of Mcdicol and Dental Assistants hus opened 
its doors to prepare thousands of students for rewarding 
careers. The important decisions you will make in the months 
ahead could well determine whether those doors remain open. 

Thank you. 
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Mr. Washington. Thank you, Mr. Alden. I must confess that— I 
certainly appreciate you have to represent the broad cress-section 
in your industry, but is it that you feel that the previous problems 
with proprietary schools are behind us that you did not address it? 

Mr. Alden. I would love to think that the liroblems are behind 
us. They probably are not, but I think you will never see in front of 
us what you have seen in back of us. I did not know that I was to 
necessarily address that issue. 

Mr. Washington. Oh, no, no. No, sir. I am not criticizing you for 
your testimony. 

Mr. Alden. No. But I think Mr. McCormick talked about accredi- 
tation as being less than— it has gotten very strict. Federal regula- 
tions have gotten strict. Dee Bednar has tripled her office and 
gotten very strict. 

And any time there is big money involved, you are going to have 
some smart guy that tries to beat the system. But I would be 
remiss if I did not say that I think a great deal of the abuse and 
fraud— that I have to live with every day and that I am ashamed 

7? 8 S? at deal of nas been addressed and will not continue. 

Mr. Washington. I certainly was not— and, please do not take 
my remarks as being critical of your testimony. You should give us 
a forward looking perspective because I think that, psychologically 
as well as realistically, we must look forward. 

At the same time, I am certain that you know that those of us in 
the business of legislating and regulating are going to attempt to 
find ways m which we can eliminate the bad apples because they 
give your industry a bad name. 

And I certainly do not mean to paint with that broad a brush, 
but when we speak of regulation I want to make sure that we are 
singing from the same page, so to speak. 

I would feel a lot more comfortable if your industry— and, not 
today, but in the foreseeable future— I think it would be in the best 
interests of the industry if you commented upon and made recom- 
mendations and suggestions on some of these ideas that are float- 
uig around that are already in place, and some of those in the 
future such as tightening up on accreditation or perhaps making 
some sort- ' 

I understand the problem that you address with respect to the 
a^rimination, or the alleged discrimination, although, I do not 
tntak it is intentional. I think there are some reasons for it. 

But perhaps think of some middle ground like a sliding scale, so 
to speak, so that you could have some— you could leave the door 
open for a shorter course so you do not end up creating a fraud— 
an out and out fraud, like Mr. McCormick said— where you end up 
making a program long enough to qualify the trigger, and you are 
not fooling anybody. 

If there was some sort of sliding scale so that courses that need 
to be shorter but also have needs where the students have needs 
for participation, so that we cover the broad range of the spectrum, 
I think, would be some of the ideas that I think that the Congress 
would certainly be interested in looking at. 

Mr. Alden. Well, and I do think our trade association is attempt- 
ing to address some of those issues. I know that we have stretched 
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courses, and that is unforgivable. I know we have overcharged, and 
that is unforgivable. I think these things are being addressed. 

Recently— and, this perhaps is off the subject— but the Accredit- 
ing Commission of the National Association of Trade and Technical 
Schools directed me to do a rapid response show call visit in Los 
Angeles to six schools that we suspected of being involved in 
Hunk. v~D£Uik. v • 

And we walked in with a show cause letter at 8 in the morning 
and scared the living daylights out of them. And I think they will 
be closed down. This is a new thing that we are beginning to do, to 
police ourselves. , A , _ , « , 

And I hope no one ever comes to my door the way I had to come 
to someone else's door, but it was— and, then I have just sent for 
my director's— they are now required by the Commission to attend 
a training session prior to writing your self-study, which comes up 
every 4 or 5 years for renewal; your accrediting. 

And they just came back absolutely dumbfounded at the work 
that they are going to have to do that they did not have to do 5 
years ago. So yes, I— and, as far as Congress is concerned, you 
know, bring it on us; just lay it on us. And the good schools can 

Mr. Washington. Yes, sir. I did not mean to suggest that. We 
are weighing and trying to reach some accommodation and some 
balance because we recognize that the vast majority of oropnetary 
schools are both needed in the community, serve a useful purpose, 
and ought to be encouraged to continue their work. 

It is a matter of trying to take a rifle and, if you will, knock the 
ones off the limb that should not have been there to begin with. 
Strengthen the hand of State agencies so that they have the en- 
forcement tools that they need to be able to go in and deal realisti- 
cally with accreditation. , 

At the same time, perhaps I think as Ms. Bednar or perhaps Mr. 
McCormick stated, we may need to look at the difference between 
the requirements for licensure or accreditation, and vis-a-vis the re- 
quirements that one ought to threshold meet in order to qualify for 
students to receive financial assistance from the Federal Govern- 

m In the past, I think we have lumped those together and assumed 
that one set of standards apply to both. And now upon reflection 
and, quite frankly, on the benefit of some bad experiences, we need 
to step back and look at that. ........ *v * 

And we want to work with you. And certainly the testimony that 
you offered is most helpful and critical in that regard. 

Let me ask Mr. Wolanin if he, who is our counsel, the staff direc- 
tor for the committee— the one who keeps all of us in lme, from the 
Chairman, to all of the members of the subcommittee— if he has 
any observations or questions that he would like to ask. 

Mr. Wolanin. No. Thank you, Mr. Chairman. 

Mr. Washington. Okay. Well, then, let me thank you once again 
for the illustrative testimony that you have offered covering a wide 
range of subjects. And I befieve, going from General Becton, who I 
believe was the first witness, to Mr. Alden, we have really had a 
most enlightening set of panels, and you have added greatly to the 
body of information that the committee will have available to it. 
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Before we adjourn, may I take this opportunity on behalf of 
Texas Southern University, our host for this occasion, to call your 
attention to a flier that has been handed out, and to invite you to a 
reception which is given in honor of the subcommittee this after- 
noon. 

They had originally planned it from 2 until 4. They have moved 
that time up to 1:30 because of the early hour at which we are 
going to complete our work. I believe the fliers are available near 
the entrances so that you can get the details of that. 

And those of you who are able to, I know it would be appreciated 
by Texas Southern University if you could at least stick your head 
in, realizing that you all are busy people and have many other 
things to do. 

Let me, once again, thank Texas Southern University for being 
our host on this occasion, and I would like to thank all of the 
people who came in the audience who were, frankly, the most im- 
portant people, because you have the opportunity to hear the same 
thing that the Congress has heard with respect to a very important 
issue. 

You have demonstrated by your presence that you are interested 
in this area and one that I think is most important to all of us. 
Many times, we use experiences from the African-American com- 
munity as an example, as I will on this occasion. 

But I am certain I need not say to anjr of those who know me 
that when I use that, I do not mean that to distinguish from any 
other community. I think that Congress ought to serve all people, 
and I try to serve all people without regard to race or any other 
reason that we use to divide God's creatures from each other. 

It is a problem for the total community, not just for the black 
community, that there are more black people in prison than there 
are in college. We have to do something about that. We have to 
ensure that education is important from pre-kindergarten to 
prison. 

It seems to me that one of these days, the light will come on for 
our State legislators, of whom I was one recently, as you know, 
that there is something terribly illustrative about the fact that 
over 90 percent of the people in prison are high school dropouts. 

If we had the courage and the foresight to look down the road 
instead of trying to find some immediate solution that we think 
satisfies the voters at least temporarily, we would have the courage 
and foresight to perhaps require that everyone who gets out of 
prison has a high school degree at least, or its equivalency. 

I think that has something to do with recidivism but, then again, 
that is off the subject. It seems to me that, again, that education 
ought to be one of our most important products from pre-K 
through prison, and all in between. 

And it seems to me that working together with people like the 
witnesses who have testified and like the people in the audience 
who are dedicated and committed to education, that one day that 
dream will come true. 

You have made a valuable contribution to assisting us and foster- 
ing and nurturing and carrying forward that dream. You have ex- 
plained from proprietary schools, to the loan process, to what has 
been done in the State of Texas and from the national perspective 
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of National Education Association, and from the students and the 
administrators. 

You have given the committee additional information upon 
which we will have very shortly to make very important decisions. 
Tom tells me that he thinks that after the summer recess and 
when we return from Labor Day, the committee will begin the task 
of marking up this bill and reporting it to the House. 

I ask all of you to stay in touch with us and stay in tune to what 
we are doing. If we are not doing it the way that it ought to be 
done— and, you know better than we do how it ought to be done- 
pick up the phone and call or write us. And remember that we 
serve you. 

Thank you for coming, and God bless you. The committee stands 
adjourned. 

[Whereupon, at 12:50 p.m., the subcommittee was adjourned.] 
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